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Introduction.
Please state your name and business address.

My name is Ron Fleming. My business address is 21410 North 19" Avenue, Suite 201,

" Phoenix, Arizona 85027.

By whom are you employed and what is your position?

I am employed by Global Water Management, LLC as the General Manager, Arizona. In
that capacity, I oversee the operations of our Arizona utilities, including the applicants in
this case, Global Water — Santa Cruz Water Company (Santa Cruz), Global Water — Palo
Verde Utilities Company (Palo Verde), Valencia Water Company — Town Division;
Valencia Water Company — Greater Buckeye Division; Water Utility of Greater Tonopah;
Willow Valley Water Co., Inc. and Water Utility of Northern Scottsdale (collectively, the
Global Utilities).

Please describe your background and qualifications.

I earned my Bachelor of Science degree in Construction Management from School of
Engineering at Northemn Arizona University in 2003. My empbhasis was on Heavy Civil
Construction, with a minor in Business Administration. From 2002 te 2004, I worked as a
project manager and project engineer for general contractors, supervising a number of
significant projects. I joined Global as Senior Project Manager (2004 — 2007), where I
provided project management for Global’s Maricopa region. During this time, I directly
oversaw Global’s Capital Improvement Program for Santa Cruz and Palo Verde while they
were some of the fastest growing utilities in the nation. In 2007, I was promoted to
General Manager of the West Valley Region, where I had direct responsibility for the five
utilities Global acquired from the former owners of West Maricopa Combine. In 2010, I
was promoted to General Manager, Arizona, with direct responsibility for the operations of

all of Global’s utilities in Arizona.
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I am a member of the boards of the Buckeye Valley Chamber of Commerce, Pinal
Partnership, and WESTMARC. I am also a Co-Chair of WESTMARC’s Water & Energy
Committee, and I serve on the strategic committee of WESTCAPS. 1 also achieved

various professional certifications, as listed in Attachment Fleming-1.

Public benefits of Global’s purchase of troubled utilities.

A. Sonoran / 387.

Please describe the Sonoran / 387 situation and history.

This service area was located near the Santa Cruz’s and Palo Verde’s existing service area
in Maricopa, Arizona. Service was legally provided by the 387 Domestic Water
Improvement District and the 387 Domestic Wastewater Improvement District, which
were formed in 2003. However, Sonoran Utility Services held contractual rights with the
387 Districts, and actually owned the assets, managed the 387 Districts, and provided
service. Under this set-up, Sonoran was essentially a private utility, but was not subject to

the Commission’s jurisdiction.

The Sonoran / 387 service area was located near Maricopa, Arizona, which was one of the
fastest growing cities in the United States from 2003-2006. Unfortunately, Sonoran was
not ready for the rapid growth in the area, and it was not able to provide service. Sonoran
had not completed its wastewater treatment plant, hor had it completed its numerous lift
station facilities which had been issued stop work requirements from the City of Maricopa
due to lack of permitting. Customers had already moved into the area, so there were
homes occupied without wastewater service, an entirely unacceptable situation that
violated numerous regulatory requiréments. In addition, the Sonoran wells did not meet
federal and state water quality standards. The Commission recognized that this situation

was an emergency (See e.g. Decision No. 68498; Decision No. 70133).
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What happened when Sonoran and the 387 Districts were not able to provide service?
At the time, Global’s utilities (Santa Cruz and Palo Verde) were the closest utilities and
were in a position to assist, in numerous locations we actually had parallel infrastructure in
the same area. The City of Maricopa, ADEQ and ADWR asked Santa Cruz and Palo
Verde to take over service on an emergency basis. We immediately began providing
bottled water to the customers, and we began to “vault and haul” the wastewater from the
incomplete 387 lift stations to Palo Verde’s water reclamation facility. On April 14, 2005
we were able to interconnect Santa Cruz’s water system to the 387 water system, and to
interconnect Palo Verde’s wastewater collection system to the 387 wastewater system. In
the intervening years, we have fully integrated the former 387 service area into our

Maricopa region.

What legal steps were taken to take over the 387 service area?

Global entered into a contract to purchase the Sonoran assets. A number of developers in
the 387 area entered into ICFA agreements with Global that helped Global fund the
purchase. Santa Cruz and Palo Verde filed an application to extend their CC&N
application to cover the former 387 areas. The CC&N was ultimately granted on

September 30, 2008 in Decision No. 70533.

How was Global’s purchase of the Sonoran / 387 assets in the public interest?
Sonoran / 387 was unable to provide potable water service or wastewater service, creating
a public health emergency in Pinal County. Global acted quickly to resolve this crisis.
Thousands of customers now live in the former Sonoran / 387 area. These customers
receive water and wastewater service in compliance with all regulatory requirements; and
as possible, these areas have also been integrated into Global’s Total Water Management

programs.
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B. West Maricopa Combine (WMC).

What was the West Maricopa Combine (WMC)?

WMC was a holding company that owned five utilities: Valencia Water Company; Water
Utility of Greater Buckeye (now Valencia Water Company — Greater Buckeye Division);
Water Utility of Greater Tonopah (WUGT); Willow Valley Water Co., Inc. and Water
Utility of Northern Scottsdale. Global purchased WMC in the summer of 2006. After

Global took possession, we discovered numerous serious problems.

Please explain some of the problems Global discovered upon buying WMC.

The condition of WMC'’s systems was deplorable. There were rocks used in electrical
breakers, and bungee cords were used to close high voltage electrical panels. The Valencia
system lacked adequate capacity, which required us in the first summer post-acquisition to
shut off service to large non-potable irrigation customers to ensure there was sufficient
water for our homes. Distribution systems were in very poor condition, and many remain

that way as it will require significant additional investments to rectify.

Most troubling was the situation in Willow Valley. We diséovered that under the former
management, Willow Valley providing non-chlorinated drinking water in an unlooped
distribution system in an area that had a history of coliform events. This created a
significant public health risk. Former management concealed this situation by tampering
with water samples, and by filing false reports or failing to file necessary reports with the
relevant regulatory authorities. We immediately began chlorinating the Willow Valley
system. My testimony contains additional information on the significant effort that was
necessary and remains ongoing to correct all the severe water quality and infrastructure

issues in Willow Valley.
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What other issues did Global discover?
There were significant compliance problems. Under former management, WMC failed to
issue required public notices, failed to complete required Customer Confidence Reports

(CCRs), failed to adequately monitor their systems, and failed to file required reports.

What about the unauthorized hook-ups?

We discovered that a group of WMC employees were making illegal service connections,
sometimes outside of the CC&N of the relevant utility. This was an organized group of at
least six employees; they collected — and pocketed — funds from the customers for these
hook-ups, thus defrauding the company and its ratepayers. In many cases, the hook-ups

were made without engineering, proper testing, inspection or regulatory approval.

In response to this situation, Global terminated the responsible individuals. In addition, we
filed a CC&N application for the unauthorized connections outside of our CC&N areas. In
the épplication, we disclosed the unauthorized connections and explained the situation we
discovered upon our purchase of WMC. The Commission ultimately issued a CC&N
exténsion in Decision No. 70302 (April 24, 2008)(See Findings of Fact Nos. 11 to 19 for a

discussion of the unauthorized connections).

What about compliance with the new arsenic standards?

WMC had taken some steps towards complying with the EPA arsenic standards, but
overall they were not prepared and could not secure the necessary funding. Some of the
treatment systerns that they did design and install, functioned poorly. We upgraded them as
possible, but often it is impossible to dramatically improve poorly engineered and
constructed systems without total replacement. In other locations, we had to scramble to
design and install treatment systems to meet the EPA arsenic requirements and fast

approaching deadline to comply with the rule.
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You mentioned that the WMC systems were in poor condition. What did Global do?
Global began a comprehensive program to repair, upgrade or replace the inadequate
portions of WMC’s systems. We identified 53 separate issues that needed to be fixed.
Overall Global has spent over $17 million on fixing WMC’s systems. The 53 issues and

the steps we took to remedy them are described on Attachment Fleming-2. Today, we still

continue to encounter challenges beyond those contained in this listing.

Please provide some additional detail on the problems in Willow Valley.
The most alarming was the discovery that the WMC group was providing non-chlorinated
drinking water in a system that had past coliform events. Global immediately began

chlorinating the water to ensure the public health and safety of its customers.

What occurred when Global began chlorinating the water in Willow Valley?

The chlorine reacted with the naturally occurring high levels of iron and manganese in the
water and deposits of these minerals that had built up overtime within the distribution
system dﬁe to lack of proper treatment — the result was the drinking water turned brown,

literally the color of Coca Cola.

What other issues did Global encounter in Willow Valley?

The distribution system was in poor condition. Global realized that the distribution system
emplaced by earlier owners was primarily substandard pipe not typically used in domestic
water systems. Because of the high iron and manganese concentrations in the area’s
source water (that was not properly removed with beneficial treatment techniques by prior
owners), those pipes had become highly congested with iron and manganese deposits.
Literally, a 6” inch diameter pipe had a 2 — 3” usable space left within the interior of the

pipe. This also resulted in system pressure issues.
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How has Global been dealing with that issue?

First, you must start at the source as to eliminate the continued introduction of the minerals

into the distribution system. So in 2007 and 2008, Global built new iron and manganese

removal systems at the production facilities. This was part of a multi-year, multi-faceted

approach to eliminate the water aesthetic and quality issues. Here is an outline of the plan

that was executed:

Installed new chlorine injection systems that help ensure water is properly disinfected.
Installed auto-dialer alarm systems that notify our staff in the event there are
operational issues at our facilities. This helps prevent service outages.

Identified all existing water lines and perfoﬁned Hydraulic Modeling to establish
distribution system performance. This assists in planning system improvements to
maximize benefits to the system as a whole.

Installed automatic flushing devices and operate an active flushing program to reduce
the built uﬁ iron and manganese accretion in the water pipelines.

Completed the Unit 17 Water Distribution Center (WDC) Improvement Project. The
project included a new iron and manganese removal system along with a new water
source, and complete electrical/mechanical upgrades. These new facilities have
improved water clarity and reliability of service.

Completed the King Street WDC Improvement Project. The project included general
site improvements and upgrades to the existing iron and manganese removal system
and electrical/mechanical systems. The site will be used as support for the Unit 17
WDC in the King Street area and has also improved water clarity and reliability of
service.

Completed the Cimmaron WDC Improvement Project. The project‘included complete
site improvements and upgrades to the existing iron and manganese removal systems
and electrical/mechanical systems. These rehabilitated facilities will improve water

clarity and service reliability for the Cimmaron Development.
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» Installed new control valves in strategic areas as to improve our ability to re-direct
water, isolate line breaks, and reduce the number of customers affected by failures.
* Finally, recently we completed additional treatment upgrades to address the remaining

water aesthetic and compliance issues, as discussed below.

Beyond these improvements that were required immediately, it remains clear that the
remaining pipeline system must be replaced. Willow Valley will need to install new water
mains, water line loops, and install new valves where needed to eliminate frequent line

failures and to improve service reliability.

Can you provide more specific detail on the amount and type of lines that still need to
be replaced in Willow Valley?

Yes, Global utilized a WIFA technical grant to study the Willow Valley distribution
system. This study helped prioritize the areas that most needed and would provide the
most benefit if replaced first (reference Attachment Fleming-3). Overall, the study
determined all pipelines needed to be replaced through an ongoing replacement program.

Global estimates the cost of main replacement program could reach $5 million.

Efficiency, Reliability, and Conservation — Results for our Customers.

Please discuss efficiency.

Efficiency is a core value for Global Water, as noted in Mr. Hill’s Direct Testimony.
Efficiency comes in many forms; from monetary, to resource preservation. In designing
new utility systems, Global Water focuses on minimizing operating costs and consumption
of resources (water and power). That means designing regional facilities for optimal long

term use, equipping these assets with advanced technology systems for maximum

" automation and control, and promoting “the right water for the right use”. These methods

allow the customer and the utility to benefit from economies of scale and reduced
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operating costs attributable to optimized regional infrastructure, and eliminates the need to
pay for the high costs of treating water to potable water standards when the water is
destined for a non-potable use — such as watering grass. These concepts are part of Global

Water’s Total Water Management approach, again as discussed in Mr. Hill’s Testimony.

How efficient is Global as compared to peer utilities?

Very efficient. The data below reports on Global Water — Santa Cruz Water Company,
Global’s largest water company, and one we have been able to plan from the ground up.
While we have made significant strides in rectifying the financial problems of WMC
along with making the necessary infrastructure improvements, the WMC systems will
have worse results — the choices made by former owners will have long-term
consequences for the cost structures of these utilities. Using data from the 2011 Annual
Reports on file with the Commission, we compared Santa Cruz’s operating exenses to 8
of the other largest utilities in Arizona. Santa Cruz compares favorably to its peers,
demonstrating the benefits to customers of Total Water Management. The results are

shown in the chart below:
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Operational Expenses per Customer
Santa Cruz vs. Peer Group Average
2011 Annual Reports Data

$200

$150

$100

Labor Power Repairs & Chemicalsand  Other Operating
Maintenance Testing Expenses

B Peer Group Average = Santa Cruz

Peer Group Includes: Arizona American (Water), Chaparral City, H20, Johnson Utilities
(water) Water, Lago Del Oro, Litchfield Park Service Company (Water), Pima Utilities.
Q. What about reliability?

A. Global Water provides reliable service to our customers. Our results in Santa Cruz are
about as good as a Utility can achieve, and we have made significant reliability
improvements in some of the former WMC systems. In measuring reliability, we utilize
SAIDI and SAIFI, standard reliably statistics used in the electric industry. SAIDI means
“System Average Interruption Duration Index” and SAIFI means “System Average
Interruption Frequency Index.” While these metrics are commonly used in the electric

industry, they can also be applied to the reliability of water distribution systems.

10
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Our results for SAIDI and SAIFI are shown in the charts below:

SAIDI
2009 2010 2011

Santa Cruz 0.00 0.01 0.00
Valencia 043 0.68 0.75
WUGB 0.00 0.17 0.76
WUGT 22.41 23.95 3.84
Willow Valley 2.01 17.23 12.03
Average in Electric industry

(2008) 4

SAIFI
2009 2010 2011

Santa Cruz 0.00 0.01 0.00
Valencia 0.14 0.24 0.14
WUGB 0.00 0.09 0.76
WUGT 1.27 3.68 1.81
Willow Valley 0.88 3.29 2.90

Average in Electric industry
(2008) 1.5

Again, the utility that Global has built from the ground up, Santa Cruz, scores very well on
these measures. Santa Cruz’s customers essentially experienced zero outages during the
test year (and also during the two preceding years.) While Willow Valley and Greater
Tonopah do not do not score as well on these measures, this is not an indication of a lack
of commitment to service quality on Global’s part. Rather, it is shows the continuing
impact of the decisions made by their previous owners who did not make the necessary
investments to maintain healthy utilities. Global has worked diligently to alleviate these
problems. However, in the water utility industry the legacy of prior maintenance and

investment decisions cannot be escaped quickly or easily.

11
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How does Global compare to other utilities in water use per customer?

As a result of our strong focus on conservation, our utilities fare well. As with the expense
comparison, we used the annual reports on file with the Commission to prepare a
comparison. Each of our utilities use less per customer than the peer group average. This
indicates that Global’s Total Water Management approach to conservation and planning

has real results.

Santa Cruz benefits from an extensive system that provides recycled water throughout the
community, thus reducing potable water use. As shown in Mr. Hill’s testimony, this
allowed Global Water to save over 3 billion gallons of groundwater in Maricopa in less

than ten years.

But even Global’s other utilities use less water per customer than the average utility. We
are able to achieve these conservation levels though the innovative rate design we

proposed, and the Commission approved, in Global Water’s last rate case. The rate design
includes a special rebate provided to customers that use less than a specified amount, as

well as a six tier rate design. As shown in Ed Borromeo’s testimony, we have also focused
on increasing the amount of information available to customers. When combined, these

two factors — information and rate design — result in significant conservation of water.

The results of our comparison of Santa Cruz to our peer group is shown in the chart below:

12
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Santa Cruz is 43% below the peer group average.

IV. CAGRD Adjustor Mechanism.

Q. What is the Central Arizona Groundwater Replenishment District or CAGRD?

A. It is established under Arizona law to replenish groundwater in central Arizona. Itisa
department (not a separate district) within the Central Arizona Water Conservation
District, commonly known as CAP.! It is governed by CAP’s board of directors. It covers
CAP’s three county service area (Maricopa, Pinal and Pima counties). However,
landowners or service providers must enroll their lands within the CAGRD to participate in
the CAGRD program. The CAGRD program is designed to assist with compliance with

Arizona’s assured water supply rules.

! http://www.cagrd.com/static/index.cfm?contentID=84

13
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Q. What does CAGRD do?

A. At the most basic level, it collects fees from landowners or water service providers, and
then uses those fees to purchase water (such as excess surface water, or recycled water),
and it then injects the water into the ground. This compensates for groundwater

withdrawals.

Q. Why neot directly use the water CAGRD purchases?
A. Often, CAGRD lands do not have access to surface water such as CAP water. In addition,

- some water purchased by CAGRD may not be suitable for direct potable use.

Q. Who must pay CAGRD fees?

A. All CAGRD members pay a certain amount per acre-foot annually according to a rate
determined each year by the CAGRD. The rate is computed separately for each Active
Management Area (AMA) to offset the projected costs of replenishment activities in the

AMA, and is based on the four assessment rate components shown in the table below:

Assessment Rate Components Cost Basis

Administrative* Total cost of administering the CAGRD

Water & Replenishment** Cost to purchase, transport and
recharge/replenish water supplies

Infrastructure & Water Rights** Costs of securing water rights and

developing infrastructure to deliver and
replenish water, including capital costs
Replenishment Reserve Charge** Costs to establish and maintain a
replenishment reserve for each AMA

*Uniform across AMASs
**Computed separately for each AMA

Each Member Service Area provider reports annually the volume of excess groundwater” it

has delivered within its service area and pays, directly to the CAGRD, a tax equal to the

2 An amount of groundwater equal to that delivered to a member land or member service area in a
calendar year in excess of the amount of groundwater that may be used at the member land or

14
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AMA replenishment assessment rate multiplied by that volume of excess groundwater.
When an individual subdivision joins as a Member Land, the owner executes an
irrevocable “declaration of covenants, conditions, and restrictions” that obligates current
and future owners (that is, individual homeowners) to pay for CAGRD replenishment
based on the total volume of excess groundwater delivered to each parcel within the
Member Land. The applicable parcel assessment appears on the property tax bill of each

property owner within the Member Land.

So the fee structures are different for Member Lands and Member Service Areas. Member
Lands are enrolled by the developer as part of obtaining a Certificate of Assured Water
Supply (CAWS). Member Land fees are paid by each landowner as part of their property

tax bill based on the gallons of water consumed.’

Member Service Afeas fees apply to a designated provider. This fee applies to municipal
or private utilities that enroll their service areas in the CAGRD. Such enrollment can be
necessary, in some cases, to obtain a Designation of Assured Water Supply (DAWS). The
CAGRD then collects the fee directly from the utility. Municipal utilities typically recover
this fee in their rates, either as a separate “stand alone” fee on each bill, or as part of the

general water service rate.

delivered by a municipal provider for use within its member service area in that calendar year
consistent with the applicable AWS rules for the active management area where the member land
or member service area is located (ARS §48-377.01).

3 Global Utilities have focused on obtaining DAWS and not CAWS for better water management
planning. In the DAWS service areas, the individual customers are not subject to this CAGRD
property tax assessment. Instead, the Global Utilities are taxed, not the customer.

15
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Please explain Central Arizona Groundwater Replenishment District fees.
The CAGRD reviews operating and capital expenses annually, and determines fees based
on those expenses. The CAGRD provides firm and pro-forma projections on these fees

annually.

Do the Global Utilities currently pay CAGRD fees?

Not yet. However, WUGT received approval from the CAGRD to enroll as a Member
Service Area in December 2011. Final acceptance as a Member Service Area will occur
when WUGT receives its Designation of Assured Water Supply (“DAWS”) from ADWR.
At that time, WUGT will become subject to direct CAGRD fees. Due to the benefits
related to water conservation and regional planning of resources of DAWS, it is important
that water utilities which-elect to apply for a designation are provided this adjustment

mechanism to help offset the costs.

What is the status of WUGT’s DAWS application?

Global received a draft order from ADWR for approval of WUGT’s DAWS. Global is
currently in discussions with ADWR regarding technical edits to the draft order. Once
those issues are resolved, ADWR will issue the order, We expect that an order will be

issued before the hearing in this case.

Has the Commission approved a CAGRD adjustor before?
Yes, they approved an adjustor for Johnson Utilities. In approving the adjustor, the

Commission noted the public benefits of having a DAWS and enrolling in the CAGRD:

Conservation and wise stewardship of increasingly stressed water supplies is a
matter of paramount concern in Arizona, and we believe that it is important to
send appropriate signals to water companies regarding their duty to fully
engage in conservation programs administered by the ADWR. The CAGRD
assessment fee is not discretionary for Companies such as Johnson Utilities,
and the Commission believes that the CAGRD participation represents the
kind of investment that is appropriate for timely cost recovery. To not allow

16
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the Company to recover its CAGRD costs in real time may threaten the
Company's ability to participate in the CAGRD program and would send a
negative signal to water providers regarding this Commission's support for
sound regional approaches to achieving safe yield in Active Management
Areas.

(Decision No. 71854 (August 24, 2010) at pages 43-44).

Q. What conditions did the Commission impose in the CAGRD adjustor?
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A. The Commission imposed 9 conditions®:

. The initial adjuster fee shall apply to all water sold after the date new rates

from this case become effective. In order to calculate this initial fee, the
Company shall submit the 2008 data, as per condition No. 7 below, within
30 days of the date of the final order in this matter.

. The Company shall, on a monthly basis, place all CAGRD monies collected

from customers in a separate, interest bearing account (‘CAGRD Account®).

. The only time the Company can withdraw money from the CAGRD

Account is to pay the annual CAGRD fee to the CAGRD, which is due on
October 15th of each year. .

. The Company must provide to Staff a semi-annual report of the CAGRD

Account and CAGRD use fees collected from customers and paid to the
CAGRD, with reports due during the last week of October and the last week
of April each year.

. The Company must provide to Staff, every even-numbered year (first year

being 2010) by June 30th, the new firm rates set by the CAGRD for the next
two years.

. The CAGRD adjustor fees shall be calculated as follows: The total CAGRD

fees for the most current year in the Phoenix AMA shall be divided by the
gallons sold in that year to determine a CAGRD fee per 1,000 gallons.
Similarly, the total CAGRD fees for the most current year in the Pinal AMA
shall be divided by the gallons sold in that year to determine a CAGRD fee
per 1,000 gallons.

. By August 25th of each year, beginning in 2010, the Company shall submit

for Commission consideration its proposed CAGRD adjustor fees for the
Phoenix and Pinal AMAs, along with the calculations and documentation
from the relevant state agencies to support the data used in the calculations.
Failure to provide such documentation to Staff shall result in the immediate
cessation of the CAGRD adjustor fee. Commission-approved fees shall
become effective on the following October 1st.

* See Decision No. 71854 at 38-39.
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8. If the CAGRD changes its current method of assessing fees (i.e. based on
the current volume of water used by customers) to some other method, such
as, but not limited to, future projection of water usage, or total water
allocated to the Company, the Company's collection from customers of
CAGRD fees shall cease.

9. As a compliance item, the Company shall submit a new tariff reflecting the
initial adjustor fee as per Condition No. 1 above and shall annually submit a

new tariff reflecting the reset adjustor fee prior to the fee becoming
effective.

Does Global accept these conditions?

Yes, although the dates should be updated to reflect a rate order issued in 2013.

Memorandum of Understanding (MOU) fees adjustor.

Please explain the MOU agreements signed by Global.
Global believes very strongly in developing good relationships with the communities
served by the Global Utilities. This includes the need for cooperation with the cities we
serve. The MOUs serve to formalize the close relationship we have developed with these
cities and provide a number of benéﬁts to both parties:

e Close cooperation on water conservation measures;

e Mutual exchange of development information, such as building permits, GIS data

and water hook-ups;

e Coordination of Regional Planning;

e Coordination of the City’s obligation under Arizona’s Growing Smarter legislation;

e Expedited processing of certain permits;

e A commitment to meet and discuss issues often; and

®  Access to public streets rights of way.

How many MOUs has Global signed?
Global has MQOUSs of this nature with the City of Maricopa, the City of Casa Grande, and
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the City of Eloy.

How do the MOUs relate to water conservation?

One of the main reasons the cities signed the MOUs was their deep concern about future
water resources. They fully understood the benefits of integrated utilities that can provide
state-of-the-art water conservation, such as the Global Utilities “Total Water Management”
program. Indeed, the MOUs provide for close cooperation on water conservation measures
related to properly planned and congtructed utilities as well as education and conservation

programs directed at customers.

Please explain Global’s proposed pass-through of MOU fees.
There are two components to the fees due under the MOUs. The first fee is to be paid by
Global Water Resources, Inc. (Global Parent) based on a set amount for each new meter

hook-up. We are not proposing any rate treatment of that fee.

The second fee is a franchise-like fee based on water, wastewater and recycled water
revenues earned within the cities’ municipal planning areas. This franchise-like fee is
épeciﬁcally linked to the “operating/license agreement” that allows the Global Utilities to
use the public rights of way. The Global Utilities request that this revenue-based fee be

recovered through a pass-through mechanism.

How were the MOU fees treated in Global’s last rate case?
The Commission did not approve a pass through mechanism for the MOU fees. Instead,

the MOU fees were treated as test year expenses allowed in rates.

Why should a pass-through be approved for these MOU fees?

Because the MOU fee is based on gross revenues, it is very similar to sales taxes, which

19




B N T ¥ N Y B 8

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

are recovered on a pass-through basis. If a pass-through mechanism is not approved, a
significant lag could occur between an increased MOU fee (due to increased gross
revenues), and when those fees are recognized in rates. Because future growth rates are

" not knowable, and could be highly variable, it makes sense for this fee to be recovered on a
pass-through basis. Again, because the fee is a percentage of grosé revenue, it is easy to
calculate and directly varies based on gross revenue. In essence, it is a sort of contractual

sales tax, and should be recovered in the same way sales taxes are recovered.

VI. Post test year plant.

- What is Global proposing in this case with regards to post-test year plant?
We are proposing that the Commission recognize the following post test year plant for
inclusion in rate base:

GLOBAL WATER - SANTA CRUZ WATER COMPANY

Plant Name Date Construction Expected Cost
’ Commenced Construction
Completion Date
Edison Road Waterline Aug 2012 Aug 2012 $ 300,742
Extension
RED WDC Chlorination Jan 2012 Feb 2012 $ 6,149
System Replacement

GLOBAL WATER - PALO VERDE UTILITIES COMPANY

Plant Name Date Construction Expected Construction | Cost

Commenced Completion Date
Campus I WRF Ph 3 November 2008 June 2012 $ 119,810
Expansion
PVUC In Pipe Odor March 2012 June 2012 $ 52,022
Control
PVUC Lagoon Clean April 2012 July 2012 $ 406,949
Closure and Conversion
PVUC PEQB April 2012 July 2012 $ 12,564
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SRW MH Rehabilitation | December 2010 February 2012 $ 6,408
and LS Improvement
Phase 1
PVUC WRF Headworks | September 2012 September 2012 $ 69,132
Rehab
Sewer Manhole Rehab October 2012 October 2012 $ 66,509
Edison Road Sewer line | August 2012 August 2012 $ 85,000
Extension
WILLOW VALLEY WATER COMPANY
Plant Name Date Construction Expected Cost
Commenced Construction

Completion Date
WVR SCADA - October 2012 October 2012 $ 80,436
WVWC

WATER UTILITY OF GREATER TONOPAH

Plant Name Date Construction Expected Cost
' Commenced Construction

Completion Date
West Phoenix 6 November 2012 December 2012 $ 3,076
Electrical Upgrades
West Phoenix 6 Fluoride | November 2012 December 2012 $ 8,625
WPE 6 Tank and Well May 2012 June 2012 $ 95,082
Replacement

VALENCIA WATER COMPANY
Plant Name Date Construction Expected Cost
Commenced Construction

Completion Date
Bales Fill Line July 2012 July 2012 $ 78,750
Buena Vista Fill Line July 2012 July 2012 $ 203,702
Pima Road Waterline April 2012 April 2012 $ 182,563
WVR SCADA July 2012 July 2012 $ 136,029
Command Station
Improvements
SVWDC Optimization June 2012 June 2012 $ 71,526
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Why should the Commission allow post-test year plant in rate base?

In every instance above, the post-test year plant should be in service prior to the hearing
date expected in the case. Therefore, we will provide Staff with all the invoices for the
plant and Staff will be able to conduct an engineering assessment to ensure the plant is in

service and used and useful prior to the hearing.

How will this benefit the customers?
This approach will benefit our customers by reducing the need for a subsequent rate case
by including used and useful plant into rate base and therefore reducing the effect of

regulatory lag on the Global Utilities.

How will this benefit the Commission?

This will benefit the Commission in two ways. First, as with our customérs, this will
red;ice the need for a subsequent rate case by including used and useful plant into rate base
and therefore reducing the effect of regulatory lag on the Global Utilities. Second, it will
benefit the Commission by enacting a new approach to water and wastewater company
ratemaking and directly addressing the regulatory lag issue which has been a constant
critique of the Arizona regulatory situation. See, e.g., Janney Montgomery Scott, and S&P

Assessments of U.S. Regulatory Models.

I believe the Staff’s recent recommendations in the in response to the recent water
workshops® and in its Sustainable Water Improvement Plan (SWIP) proposal each
specifically address the issue of AFUDC plant in an attempt to mitigate the effects of and
reduce the amount of regulatory lag. Allowing a reasonable amount of post test year plant

is another step in this direction.

> Staff Report filed on March 19, 2012 in Docket No. SW-20445A-09-0077 et al.
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How will this benefit the Global Utilities?
This will benefit the Global Utilities by significantly reducing our regulatory lag and

allowing recovery of used and useful plant investment.

Has the Commission approved post-test year plant in any recent rate cases?

Yes, in fact in the last two Arizona Public Service Company rate cases, the Commission

has approved post-test year plant additions for eighteen and fifteen months. The

Commission also approved the most recent APS rate case in May 2012 in which the
Commission also agreed to “hold open” the rate case to allow APS to include a nearly
$300 million acquisition of Southern California Edison’s ownership interests in the Four

Corners Generating Station.

In response to those Decisions, the financial markets reacted positively and praised the
Commission for dealing with the problem of regulatory lag. Without question, those
decisions and actions have benefitted APS’ customers and investors and have improved the
financial markets’ view of the investment dynamics in Arizona. It is definitely time for the

Commission to begin taking similar steps with regard to the water industry.

Is Global proposing post-test year plant adjustments similar to those approved in the
APS decisions? |

No, in this case the post-test year plant adjustments we are proposing are for less than six
months’ of adjustments subsequent to our rate case application. Most likely, we will be
looking at four or five months of plant — and all of it will be in service prior to the hearing
in this case. Furthermore the total amount of plant adjustments, for all our companies

combined, will be less than $2 million.

By way of comparison, the 2009 APS Rate Case Decision allowed $199 million of post-
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test year plant into rate base. See Page 199 of 532 of Staff’s Filing of Direct Testimony
dated December 19, 2008, in Docket No. 08-0172:
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The 2012 APS Rate Case Decision allowed $226 million of post-test year plant into rate

base.’

ACC Jurisdiction of 15-Months of Solar Generation Post-Test Year Plant

Additions:

Gross Utility Plant in Service 3 232.573M
Less: Accumulated Depreciation & Amortization 3.39IM
Net Utility Plant in Service ' 229.182M
Less: Total Deductions 2476M
Total Additions -
Total Rate Base $ 226.706M

Notably, this $226 million provided to APS does not include the expected $297 million
adjustment to be allowed into rates when APS completes its acquisition of the Four

Corners Generating Station.

All told, in the past three years, the Commission has approved $722 million of post-test

year adjustments for APS. APS’s 2012 Decision provided a rate base of $8.167 billion. In

percentage terms, about 9% of APS’s rate base will be derived from post-test year

adjustments.

8 See page 68 of 115 of the APS Settlement in Docket No. 11-0224.
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VII.

>

By way of .comparison, Global’s rate base would have less than 2 percent derived from

post-test year adjustments under our proposal.

Willow Valley treatment costs.

What improvements have been made to Willow Valley’s production systems since the
last rate case?

Ongoing issues in the Willow Valley system required a number of treatment upgrades. In
December 2011, Willow Valley completed chlorine dioxide generator facility
improvements to the Unit-17 and Cimarron water production sites, as well as instituting a
corrosion control chemical system. The treatment upgrades were necessary to ensure that
the systems meet the requirements of EPA’s Lead and Copper Rule, as well as
Disinfectants and Disinfection By-Products rules. However, the upgrades will result in
significantly increased treatment expenses for Willow Valley. Because the treatment
upgradeé were completed in December 2011, the 2011 test year does not include these
increased treatment expenses. This testimony provides engineering and cost detail to

support the pro-forma adjustment to test year expenses for these treatment upgrades.

Why were these improvements needed?

As already noted, when Global acquired the Willow Valley system in the summer of 2006,
the system was in poor shape and was not chlorinated. Chlorination is standard practice
for Global Water in order to protect public health, and so chlorination was initiated

immediately, which in turn resulted in immediate water aesthetic issues.

As chlorine can act as both a disinfectant and oxidant, the Willow Valley system has
experienced a number of challenging water quality issues associated with oxidation of high
concentrations of iron, manganese and total organic carbon (TOC) levels in the source

water. In order to address the original water quality challenges related to discoloration due
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to the reaction of high concentrations of iron and manganese with chlorine,
oxidation/filtration units were installed at the groundwater sources in 2007 and 2008.
Additionally, in 2009, the Federal Environmental Protection Agency (EPA) enacted the
Groundwater Rule of the Safe Water Drinking Act (SWDA). In response to the
requirements of this rule, Global installed continuous monitoring to ensure the necessary

chlorine residual is maintained at all times.

Although aesthetic water quality was improved, compliance issues related to copper
corrosion and high total trihalomethane formations resulted. To resolve these issues, in
2010 a corrosion control study was conducted. This study concluded water corrosion
chemistry can be affected by groundwater treatment techniques. In the caée of Willow
Valley, incidental cuprosolvency (copper solvency) is caused by a number of factors
related to the treatment and disinfection of groundwater. For this system, slow oxidation
reactions due to organically bound metal compounds caused by high levels of TOC in the
raw water source, are caused by extended use of oxidants related to iron and manganese
removal. Coupled with the incidental aeration and increased Dissolved Inorganic Carbon
(DIC) concentrations related to the iron and manganese filtration process, these factors are
the leading causes of increased copper solvency of the water. To offset cuprosolvency
effects of the water in the Willow Valley distribution system, the following improvements

were required to be implemented:

e Oxidant levels must be managed in the distribution system.

¢ Oxidant levels must be managed in the pretreatment process of the iron and
manganese filtration process.

¢ TOC compounds must be oxidized and removed prior to disinfectant application.
e Chlorine compounds must be managed in the distribution system.

e Chloride compounds must be reduced to allow alkaline components to provide
naturally occurring protective films between the contact water and exposed metal

piping.
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These areas were effectively addressed utilizing the following process changes and/or

capital improvements:

e Add oxygen scavenging inhibitors to reduce available dissolved oxygen and in
turn, reduce oxidation potential of the contact water.

e Change pre-oxidant chemical for TOC, iron and manganese removal to non-
chlorine base oxidant.

e Improve pre-oxidation techniques by adding in-line static mixers to improve
oxidation efficiency.

e Move chlorine disinfectant to the discharge side of the pressure boosting station.
Improve disinfectant dispersion by adding an in-line static mixer to the booster
station discharge piping. '

¢ Add corrosion control chemicals to offset damage to naturally occurring protective
films from excessive chloride and sulfate concentrations, and sequester iron and
manganese concentrations in the finished water.

e Reduce pre-oxidant requirements and improve TOC, iron and manganese removal
through the addition of manganese dioxide, manganese greensands or other filter
media as required per site.

e Remove excessive chloride and/or sulfate levels of the source water through
additional treatment techniques.

These recommendations led to bench scale piloting of alternative oxidants in 2011
including chlorine dioxide, and potassium permanganate, as well as corrosion control using
two polyphosphates which were evaluated to resolve the water quality issues.

Additionally, a field pilot study included:

e THM Control — Alternative liquid chlorine dioxide oxidant system replacing the
sodium hypochlorite oxidant;

e Disinfection control - chlorine gas replacing the sodium hypochlorite disinfectant
system; :

e Corrosion control — Tetrasodium Pyrophosphate Corrosion inhibiting chemical feed
systems; and

¢ Solids Handling — Incorporate cone bottom settling tanks to improve solids capture.

The following summarizes the documented water quality results of the resultant
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o

installation of chlorine dioxide generator facility improvements to the Unit-17 and

Cimarron water production sites completed in December of 2011.

o Total copper levels in the King Street Distribution System decreasing by as much
as 61%, and all lead and copper samples conducted in 2011 and 2012 indicate
compliance with regulatory standards.

e Total copper levels in the Cimarron Distribution System decreasing by as much as
65%, and all lead and copper samples conducted in 2011 and 2012 indicate
compliance with regulatory standards.

e Total Organic Carbon (TOC) levels decreasing by as much as 11%

o Total Trihalomethane (TTHM) levels decreasing by as much as 41%, and all
samples throughout the pilot program and in 2011 and 2012 indicate compliance
with regulatory standards

e [Ironremoval - average of 98.8%.

e Manganese removal - average greater than 85%.

Since completion of these improvements, the WVWC has had five consecutive quarters of

full regulatory compliance.

How will these treatment upgrades impact Willow Valley’s expenses?

Unfortunately, while these results are exceptional, Willow Valley’s treatment expenses
will significantly increase. Since much pilot study work was conducted during the 2011
operating year, we used the 2010 operating year as the production cost model that most
represents current production costs prior to implementation of alternative oxidant and
corrosion control measures. As the same chemical (sodium hypochlorite) was used for
oxidation and disinfection purposes, the total 2010 production cost is represented by the
total power cost and the total sodium hypochlorite chemical costs for the 2010 operating

year.

The full scale improvements related to alternative oxidants, disinfection and corrosion
control received formal Approval of Construction from ADEQ and was formally placed

into service in late December 0of 2011. Process optimization of the newly added assets
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took place during the months of January and February 2012. Therefore production cost

data from the operating peribd of March - 2012 were used as the production costs model

that most represents current production costs post implementation of alternative oxidant

and corrosion control measures.

Comparing these costs with the total water produced equates to the following metrics:

Table 1- Umt Cost of Productlon 2010 _— -

“Unit 17 (2010) 26,152.38
Cimarron (2010) 12,306 1,395.02 5,189.71

Table 2- Uthst of ProctlonMarch 2012

T5076 184862 30531

“Unit-17

87.41 1948.81 $0.70
(3/2012)
Cimarron 872 258.67 42.64 11.78 57603 $1.07  98.1
(3/2012) '

From these tabulated results, the water production cost for Unit 17 and Cimarron
production sites utilizing the newly installed treatment techniques have increased 94.4 and
98.1 % respectively comparable to prior treatment techniques. This increase translates into

the following projected monthly increase in production cost:

Projected Monthly Increase — Cimarron Production Site

“Prod B 035 1229 L2l L1280l 724 5792
(Kgal)
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Prod(§) 5400 S$362 $436  $401 5485 S$510  $505 5664 3605 9600 8433  $301 $5,792
2010 ‘

Prod(§) $/93 S718 $863  §795 8061 SL0I0 S1000 81315 SL,19 SLI190 8857 §775 $11,477
2012

Change $393 $356 $428 ~ $394  $476 $500  $496  $651  $594  $589  $425 9384 $5,685
(&) '

Projected Monthly Increase — Unit 17 Production Site

"Prod (Kgal) 5,931 77519 9303

Prod($) $2,135 $2,109  $2,534 $2,707  $3,349 $2,989
2010 '

Prod($) 54,152  $4,100 $4,927 $5,263  $6,512 $5,812
2012 ‘ ’

Change($)  $2,017 $1,991  $2,393 $2.556  $3,163 $2,823

Prod (Kgal) 9,467 9075 7,514 6543 8728 43875 91,054

Prod($) $3,408 $3,591 $2,705 $2,355 $3,142 $1,755 $32,779
2010
Prod($) $6,627 $6,983 §5,260 $4,580 $6,100 $3,413  $63,738
2012

Change($) ’$3,129 $3,392 $2,555 $2,225 $2,968 $1,658 $30,958

Engineering and data were provided by Joel Wade. Mr. Wade is currently the Process
Engineering Manager for Global Water. His experience in the design, development,
operation and management of advanced water and wastewater treatment technologies
spans over 25 years. His diverse background as facility manager, designer and technical
consultant has led to the successful start-up and procurement of eleven treatment facilities,
ranging from 0.250 to 180 MGD. He has also provided consulting sérvices for numerous
individual facilities, including project engineering, planning and investigation, civil design,

technical research, development and efficiency evaluation. Mr. Wade was instrumental in
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VIII.

the design, construction and start-up of the first wastewater membrane treatment facility in

the state of Arizona.

Mr. Wade holds a Bachelor of Science Degree in Civil Engineering as well as Masters
Degree in Business Administration and maintains all four Grade-Four Operator
Certifications issued by the Arizona Department of Environmental Quality (ADEQ). Mr.

Wade has been employed with Global Water since April of 2005.

Please summarize your testimony regarding the Willow Valley treatment costs.
As part of our ongoing and extensive efforts to upgrade the Willow Valley system, in
December 2011 we installed significant treatment upgrades. These upgrades will allow
Global to meet regulatory requirements for Willow Valley, but the related treatment
expenses are not included in test year expenses. Because the increased expenses are
known and measurable, and because they are necessary for regulatory compliance, the

increased expenses should be allowed for recovery in rates.

Tariffs.

A. Tariff Overview.
What tariffs do the Global Utilities have?

The current or pending tariffs of each of the Global Utilities are listed below:

Global Water — Palo Verde Utilities Company

(1) Rate Tariffs, approved by Decision No. 71878 (September 15, 2010), accepted for
filing by Staff November 5, 2010.

(2) Low Income Tariff, approved by Decision No. 72440 (June 27, 2011).

(3) Source Control Tariff, approved by Decision No. 71878 (September 15, 2010),

accepted for filing by Staff on November 19, 2010.
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(4) Source Control Violation Tariff, approved by Decision No. 71878 (September 15,

2010), accepted for filing by Staff on June 17, 2011, as confirmed on August 10,

2011.

Global Water — Santa Cruz Water Company

M

@
(3)

4

()
(6)

Q)

Rate Tariffs, approved by Decision No. 71878 (September 15, 2010), accepted for
filing by Staff November 5, 2010.

Low Income Tarniff, approved by Decision No. 72440 (June 27, 2011).

Customer Meter Exchange Tariff, approved by Decision No. 72591(September 15,
2011).

Hydrant Meter Deposit Charge Tariff, approved by Decision No. 72590
(September 15, 2011), accepted for filing by Staff on February 17, 2012.
Curtailment Tariff, accepted for filing by Staff on April 9, 2008 (Docket 04-0767).
Cross-Connection / Backflow Prevention Tariff, accepted for filing by Staff on
August 17, 2009 (Docket 09-0218).

BMP tariff. Ordered by Decision No. 71787. Filed November 15, 2010; revised

draft filed on June 1, 2012.

Valencia Water Company (Town Division and Greater Buckeye Division);

Willow Valley Water Co., Inc. and Water Utility of Greater Tonopah, Inc.

(D

)
3

Rate Tariffs, approved by Decision No. 71878 (September 15, 2010), accepted for
filing by Staff November 5, 2010.
Low Income Tariff, approved by Decision No. 72440 (June 27, 2011).

Customer Meter Exchange Tariff, approved by Decision No. 72591(September 15,

2011).
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4) Hydrant Meter Deposit Charge Tariff, approved by Decision No. 72590
(September 15, 2011), accepted for filing by Staff on February 17, 2012.

%) Curtailment Tariff, accepted for filing by Staff on June 30, 2004.

(6) Cross-Connection / Backflow Prevention Tariff, accepted for filing by Staff on
August 14 or 17, 2009 (Dockets 09-0217, 09-0220, and 09-0221).

(7)  BMP tariff. Ordered by Decision No. 71787. Filed November 15, 2010; revised
draft filed on June 1, 2012.

Water Utility of Northern Scottsdale, Inc.

0)) Rater Tariffs, Approved by Decision No. 70562, approved by Staff for filing on
December 9, 2008.

2 Curtailment Tariff, Approved by Staff for filing on August 16, 2005 (Docket 04-
0934).

?3) Cross-connection / Backflow Prevention Tariff, approved by Staff for filing on

August 17, 2009 (Docket 09-0219).

What are you recommending in this case?

The tariffs listed above should remain in effect, except for the Best Management Practices
(BMP) tariffs. Further, the Low Income Tariff, Customer Meter Exchange Tariff, and
Hydrant Meter Tariff should be extended to Water Utility of Northern Scottsdale, and a
new Terms and Conditions tariff should be approved for each of the Global Utilities. I will

address each of these proposals in turn.

B. BMP Tariffs.

Why should the BMP tariffs be eliminated?

In short, the ACC BMP tariffs are unnecessary and duplicative of requirements of the
Arizona Department of Water Resources (ADWR). While the goal of the BMP tariffs - to

promote water conservation — is laudable and supported in principle by Global who has
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been at the forefront of groundwater conservation, imposing duplicative and cumbersome

requirements on utilities is not the way to achieve this goal.

Moreover, the BMPs are an ADWR program, and requiring them as ACC tariffs is
duplicative and cumbersome. In eésence, we have one regulatory program being
administered by two different agencies. This can cause significant problems and
inefficiencies. For example, if ADWR requests a change in one of our BMPs, we would
have to go to the ACC get approval to change our tariff to implement the change requested
by ADWR, even though ADWR created the program in the first place. In addition,
ADWR may have one interpretation of a requirement, while thé ACC adopts a different
interpretation of the requirement. In short, it simply makes sense to have one agency

administer the program, not two.

Are there any other potential reasons to eliminate the BMP tariffs?

Yes. While I am not a lawyer, I understand that there may be a legal issue. In 2010, the
Arizona legislature passed a law that states: “Unless specifically authorized by statute, an
agency shall avoid duplication of other laws that do not enhance regulatory clarity and
shall avoid dual permitting to the extent practicable.” A.R.S. § 41-1002(D). The Global

Utilities will address this legal issue in their brief.

Would elimination of the BMP tariffs reduce Global’s BMPs emplaced?
No. Currently we exceed the Commission requirements of three or ten BMPs per system,
depending on utility size. Eliminating the Commission’s redundant regulation of our

BMP compliance with ADWR would not reduce our BMPs.

34




O 0 g9 N AW

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

C. Additional tariffs for WUNS.

Please explain why WUNS does not have a Low Income Tariff, a Customer Meter
Downsizing Tariff, or a Hydrant Meter Deposit Tariff.

These tariffs were added as a result of Global’s most recent rate case order, Decision No.
71878 (September 16, 2010). Water Utility of Northern Scottsdale (Northern Scottsdale)
was not a part of that case, and accordingly the tariffs approved in that docket do not apply
to Northern Scottsdale. For the same reasons the tariffs are reasonable and appropriate for
the other Global Utilities, they are reasonable and appropriate for WUNS. Thus, these
tariffs should be extended to cover WUNS.

D. Terms and Conditions Tariff.

Please describe Global’s Terms and Conditions Tariff.

Many companies have a “Terms and Conditions” or “Rules and Regulations” tariff that set
forth many details of service. Some examples include Arizona-American Water Company
(now EPCOR Water), Arizona Water Company, Johnson Utilities and Tucson Electric
Power Company. These tariffs contain important features that protect the utility and
ratepayers, as well as providing greater detail on a number of points. In most cases, these
tariffs restate the entirety of the Commission’s rules regarding the utility service, as well as
providing additional terms and conditions. A copy of Global’s proposed Terms and

Conditions Tariff is included as Attachment Fleming-4.
In order to simply Staff’s review, we have elected to not reproduce the Commission’s

water service rules (A.A.C. R14-2-401 to 410). Instead, we simply reference these rules in

the tariff.
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However, because the Commission has not adopted specific rules regarding recycled water
(reclaimed water) service, the proposed tariff specifies the rules applicable to recycled

water service and non-potable water service.

Lastly, we add a few provisions taken directly from the other tariffs previously approved

by the Commission.

Please discuss the provision regarding non-potable water service, including recycled
water service. |

This service is typically provided by the wastewater utility. However, the wastewater rules
do not have provision for meters. Thus, the Global Utilities propose that the billing and
collection and termination of service rules found in the Commission’s wastewater rules be
applied to non-potable water service, because non-potable service is typically included in
the customer’s bill from the wastewater utility. Likewise, the wastewater main extension
rules should apply, because a non-potable water main extension would likely be with the
wastewater utility. However, the remaining issues (such as meter reading) should be
governed by the water rules, because the wastewater rules do not have provisions regarding

meters.

Please discuss Section 4 of the Terms and Conditions Tariff, regarding electronic
billing.

The current water and wastewater billing rules were written many years ago, when
communication with customers was by mail. This proposed section updates the rules to
clarify the rules applicable to bills sent by methods other than mail. This codifies the
Company’s existing practice for customers who chose to receiife bills by a method other

than mail. A customer may always choose to receive a traditional paper bill by mail. This
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section is taken from Section 11(J)(1) of the Rules and Regulations Tariff of UNS Electric,
Inc., (effective January 21, 2011)(page 53 of 56).

Please discuss Section 5 regarding liability limitations.

Liability limitations are common features of utility tariffs. Some Arizona utilities with
ACC-approved liability limitations include Arizona Public Service Co., Tucson Electric
Power Co., UNS Gas, Inc., UNS Electric, Inc., Southwest Gas Corp., Arizona Water
Company, Johnson Utilities, CenturyLink, and Cox Arizona Telecom. Liability limitations
protect the Company’s financial ability to provide service. In addition, they protect
ratepayers from potentially being responsible for rates based on liability imposed on the
Company. The specific provisions included in Section 5 were taken from tariffs of
Arizona Water Company and UNS Electric, Inc. In particular, Section 5.1 is taken from
Arnizona Water Company Tariff TC-243, Section X(B) (effective July 1, 2010). Section
5.2 is taken from Arizona Water Company Tariff TC-243, Section XI(A) (effective July 1,
2010). Sections 5.3 to 5.7 are taken from Section 7(F) of UNS Electric, Inc.’s Rules and
Regulations Tariff (effective January 21, 2011)(page 53 of 56).

E. Individual Case Basis (ICB) tariff.

Are the Global Utilities requesting any additional tariffs?

Yes, the Global Utilities also request that the Commission authorize an Individual
Case Basis (ICB) tariff. The tariff would allow the Global Utilities to take advantage
of unique situations. Any revenue generated under the tariffs would be considered

regulated revenue and would help reduce the revenue requirement in future rate cases.

What kinds of situations would be covered by the ICB tariff?
An example would be an agreement to provide an interconnection and bulk service to a

neighboring utility. The Company’s existing tariffs and rate design are not designed for
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this situation. Another example would be a customer who desires off-peak service. For
example, an industrial customer may have on-site storage, and would desire a reduced rate
in exchange for agreeing to take services only during non-peak hours. The same situation

could also arise with an irrigation customer.

We also had an industrial customer request that we provide bulk wastewater treatment
service. The customer was located outside of the service area, and proposed trucking the

wastewater to the company’s wastewater treatment plant.

Lastly, this tariff would also allow the Company to address situations where a large
customer makes a realistic threat to bypass the company’s services and provide services to
themselves. For example, the Ft. Mohave tribe (the largest customer of Willow Valley
Water Company) has indicated that they would consider building their own water system if
their rates get too high. An ICB tariff would allow the Company to make reach an

agreement with the customer, rather than losing all of the customer’s revenue.

Q. Has the Commission approved such tariffs in the past?

A. Yes. CenturyLink and Cox Arizona Telecom both have ACC-approved ICB tariffs.’

The proposed tariff language below is taken from the CenturyLink tariff:

In lieu of the rates otherwise set forth in the Company’s tariffs, rates and charges
including installation, special construction and recurring charges for Company
services may be established at negotiated rates on an Individual Case Basis,
taking into account the nature of the facilities and services, the costs of
construction and operation, and the length of service commitment by the
customer. Such arrangements will be set forth in individual contracts, and

7 Cox Arizona Telecome, LLC, Arizona CC Tariff No. 1, Second Revised Page No. 103, Local
Exchange Service, Section 5 (effective June 7, 2009); Qwest Communications Corporation (d/b/a
CenturyLink) Arizona Tariff No. 3, Local Exchange Services, Section 2, Page 11, Release 1
(Effective February 3, 2007).
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individual contract rates or charges will be made available to similarly situated
customers on equal terms and conditions.

‘Would Staff or Commission approval be required?

The existing CenturyLink and Cox tariffs do not require Staff or ACC approval. However,
if this is a concern, the fbllowing language could be added to the tariff. “The Company
will submit each proposed contract under this tariff to the Commissioﬁ’s Utility Division
for their review and approval. The Utility Division will review the contract within 60 days

of its submittal.”

F. Low Income rRelief Tariff and Program.

Would you describe the current Low Income Relief Tariff and funding?

Global’s Low Income Relief Tariff (LIRT) was approved in Decision No. 71878. The
program is funded equally by Global shareholders and Global cﬁstomers. The initial LIRT
is capped at $100,000 total annual funding (combined shareholder and customer funds)
across Global Water’s Arizona utilities, excluding the Water Utility of North Scottsdale
only. Program funding is comprised of a Consumer Surcharge of $0.11 per month, per

connection, and an equal match of company funds.

Would you describe the current Low Income Relief Program?

The Global Water Low Income Relief Program (LIRT) is administered by the Arizona
Community Action Association (ACAA), in partnership with local Community Action
Programs (CAPs). LIRT surcharge funds are transferred to the ACAA on a monthly basis.
All funds, less ACAA and CAP administration fees, are then distributed to the local CAPs
at least every six months. The available funds are distributed on a first come, first served

basis to qualifying Global Water customers.
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What are the basic qualifications of the Low Income Relief Program?
The program is designed as a short term relief program. The program provides assistance
to residential customers in the Global Utilities service areas for their primary legal

residence only.
To qualify, applicants must:

1. Have no history of utility tampering (cutting locks, water theft, etc.).
2. Have made a sincere effort to pay (used both of their annual payment

arrangements).
3. Have household income equal to or less than 200% of the Federal Poverty

Guidelines.

The 2009 Poverty Guidelines for the

48 Contiguous States and the District of Columbia

Persons in family Poverty guideline Eligibility

1 $10,830 $21,660

2 $14,570 $29,140

3 $18,310 $36,620

4 $22,050 $44,100

5 $25,790 $51,580

6 $29,530 $59,060

7 $33,270 $66,540

8 $37,010 $74,020

For families with more than 8 persons, add $3,740 for each additional

erson

What are the program limits per customer?

Benefit amounts are capped at $250/year per customer/household. Funds may be used for
payment of monthly minimum and commodity charges, as well as for any of the following
fees incurred by the customer:

. Deposits

) Late fees
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. Reconnection charges
. Service fees
. Returned payment fees

. After hours service fees (where applicable)

Q. How many consumers could benefit from the program on an annual basis?

A. Assuming that the rate payers funded amount was $50,000, and Global was to provide an

equivalent in terms of funding and administrative overhead costs coverage, there would be
$90,000 per year for possible allocation. At the approved limit of $250/year, the program

could assist 360 families per year, or about 1% of our connections.

Q. To date, what amount of funding has been transferred to the ACAA?

A. As of April 30, 2012 a total amount of $34,210.24 LIRT funding has been transferred to

the ACAA. This amount is comprised of $17,561.52 of LIRT surcharge and $16,648.72 of

matching company funds. Please reference the table below for amount by utility.

Total through 30 Apr 2012

Global Collected
Company Match Surcharge Total Combined Funds
Palo Verde Utilities Company $ 6,725.84 $ 7,065.16 $ 13,791.00
Santa Cruz Water Company $ 6,636.08 $ 7,065.16 $ 13,701.24
Valencia Water Company --
Town Division $ 2,208.80 $ 2,353.46 $ 4,562.26
Willow Valley Water Company | $ 673.20 | § 661.36 $ 1,334.56
Water Utility of Greater
Tonopah $ 13728 | $ 142.79 $ 280.07
Valencia Water Company --
Greater Buckeye Division $ 26752 | § 273.59 $ 541.11

' $ 34,210.24

Total $16,648.72 $17,561.52
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IX.

Is Global proposing any changes to the Low Income Tariff and Program?
No. The program is relatively new, and further experience is needed before the program is
before changes are proposed. However, as previously discussed, the tariff should be

extended to Water Utility of Northern Scottsdale.

Water Accounting/Water Loss.

Can you please provide an update on Global Water’s water loss mitigation plan?
Global has continued to pursue the water loss plan filed with the Commission on
December 14, 2010 (included as Attachment Fleming-5). In accordance with this plan,
Global Water created an eight person “Water Loss Task Force” to carry out the water loss
mitigation plan. The Task Force consists of managers, supervisors, and certified operators
who have the experience and expertise to correct water loss issues. The team took a
holistic approach in order to address water loss within its Public Water Systems (PWS).

This approach included the following aspects:

- Improvements to metering accuracy;

. Commissioning éf audits and inspections;

= Implementing theft prevention programs; and
= Implementing leak detection programs.

Below is a summary of how Global Water’s Water Loss Task Force addressed each aspect

of the water loss mitigation efforts:

A. Improvements to Metering Accuracy.

A number of steps have been taken to ensure the accuracy of the meters within Global’s
water distribution network. First, Global Water implemented a meter testing pro gram in
2011. A total of 97 of the highest volume meters across Global’s PWS were tested by a
certified contractor to verify the accuracy of each meter. Of the 97 meters tested, 45

meters were outside acceptable accuracy tolerance as established by AWWA standards and
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were therefore replaced with new meters. Additionally, the meters that were replaced were
replaced with the proper meter specification; for example, high flow lines that previously
had positive displacement meters were replaced with turbine meters to further improve

accuracy.

B. Audits and Inspections.

An audit of Global Water’s billing system is conducted periodically to ensure the settings
of the meter and Advanced Metering Infrastructure (AMI) system align with the settings in
the billing system to guarantee all metered water is accurately captured and billed. During
such audits, less than 50 individual accounts were discovered to have the incorrect billing
multiplier, typically off by a factor of 10, which ultimately results in only accounting for
10 percent of the actual water usage. Incorrect multipliers are fixed during the periodic

audits.

A similar individual account audit is completed when an account is identified through one
of the following reports:
. Exception Reporting — Unusual usage patterns are flagged during routine
reporting. These accounts are investigated, including field checks as
necessary.
] Zero Usage Reporting - For all active accounts that have zero usage for
more than a single billing period, we issue a field investigation service
order.
- Manual reads and checks — When the AMR systems do not capture a read,
it is Global’s policy to issue a manual read service order to prevent

estimated or zero usage reads.
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. High Consumption Reporting — When an account registers abnormally high
water consumption the account is investigated and the customer is contacted if a
leak is suspected.

= Alerts and Reports — The FATHOM read management platform and the
AMR systems themselves indicate many different failure or alert
conditions. For example, we utilize the Tamper or No Read reports
when the radio modules do not receive a read from the meter.

In addition to auditing the distribution systems of each PWS, operational personnel have

physically walked the waterlines to inspect the lines for breaks and leaks. In the event that

a leak is found the pipeline has been repaifed to eliminate the water loss. The visual

inspection process is conducted on a regular basis, particularly when higher than normal

water loss is‘ detected.

C. Implementing Theft Prevention Programs.

Global Water is continually watchful of indications of water theft. Through Global
Water’s FATHOM platform, vacant account usage can be detected. If a vacant account
registers water consumption, a field investigation is generated and the meter is investigated
for tampering. If the lock on a vacant account is cut and theft is apparent, the meter will be
pulled to prevent further theft from occurring. In instances of repeated water theft, law
enforcement is called to address the theft. These are our only means of action as the ACC

previously denied our proposed water theft tariff.

Due to the remote location and sparse population within parts of Global Water’s service
area, Greater Tonopah and Greater Buckeye are prone to water theft. Hydrant locks have
been deployed on the hydrants in Greater Buckeye’s Sun Valley to prevent water theft
from occurring. Additionally, operations personnel diligently inspect the distribution

system to ensure no one has illegally by-passed the meter. When water theft is discovered,
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the by-pass lines are immediately removed to prevent future theft from occurring, Lastly,
to the greatest extent possible Global has removed all unnecessary access points by

capping unused lines to minimize the opportunity for theft to occur.

D. Implementing Distribution Leak Detection Programs.

Global Water has diligently worked to reduce the water loss through the means listed
pfg:viously. Leak detection on the distribution mains has not yet been implemented due to
Global’s attempt to exhaust all other water loss mitigation efforts prior to implem'énting
this more costly leak detection method. Based on the increased water loss in Valencia
Water Company, Global anticipates that it will initiate Distribution Leak Detection within
a zone known as “Historic Valencia”, as the age and condition of the pipelines in this
vicinity are a potential cause of the increased water loss. We will then continue this

activity in other PWS as determined prudent.

E. Test year water loss data.

What are the results of Global Water’s water loss mitigation efforts?

For the purposes of calculating unaccounted-for-water, Global Water will use the
following accepted AWWA and industry standard.

((Volume of Water Supplied - (Volume of Customer Billed Water + Volume of Authorized Usage))

(Volume of Water Supplied)
Below are the PWS that register greater than 10% water loss in the reporting period from
January 1, 2011 to December 31, 2011 and some of the contributing factors to water loss
as tracked within our FATHOM asset management platform. We have also compared these
values against our prior test year, 2008. Additionally, as we are beginning to see the
benefits from the activities discussed herein in many of our systems, we have included the

values for our current 12 month rolling annual average (RAA) from May 2011 to April
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2012.

Willow Valley Water Company

Year Pumped (1000s) Billed (1000s) Gallons Lost (1000s) | Loss

2008 13,543 10,379 3,164 23.4%
2011 10,806 8,301 2,505 23.2%
RAA 11,018 8,372 2,646 24.0%

=  Hydro tank failure and repair resulting in significant water loss

: e
Year Pumped (1000s) Billed (1000s) Gallons Lost (1000s) L/,ooss

2008 | 115,312 91,995 23,317 20.2%
2011 89,824 68,712 21,112 23.5%
RAA | 86,550 66,986 19,564 | 22.6%
2008 115,312 91,995 23,317 20.2%
2011 89,824 68,712 21,112 23.5%
RAA 86,550 66,986 9,564 22.6%

» 11 water main repairs completed
= Five lateral water line repairs completed
» Blow-off valve failure and repair completed

Valencia Water Company — Greater Buckeye Division

Year Pumped (1000s) B Billed (li)s) ‘ Gallons Lost (1000s) | % Loss
2008 16,079 15,258 821 5.1%
2011 8,369 6,824 1,545 18.5%
RAA 8,736 8,162 574 6.6%

s Leaking control valves discovered and replaced
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Year Pumped (1000s) | Billed (10005) Gallons Lost (1000s) | % Loss
2008 13,305 11,586 1,719 12.9%
2011 11,612 9,081 1,631 14.0%
RAA 11,503 10,056 1,447 12.6%

Year

Hydro tank leak and repair requiring tank to be drained
Drained and replaced storage tank
Three water main repairs completed

Pumped (1000s) | Billed (1000s) | Gallons Lost (1000s)
2008 48,210 39,057 9,153 19.0%
2011 43,166 38,737 4,429 10.3%
RAA 44,077 39,475 4,602 10.4%

12 Water main repairs completed
Hydrant locks have been installed

Water Utility of Greater Tonopah

Year | Pumped (1000s) | Billed (1000s) Gallons Lost (1000s)

2008 13,929 12,521 1,408 10.1%
2011 10,432 8,717 1,715 16.4%
RAA 10,409 8,748 1,661 16.0%

2” water main repair completed
Evidence of water theft from hydrants

I j, '37 J
Year Pumped (1000s) Billed (1000s) Gallons Lost (1000s) | % Loss
2008 2,530 1,758 772 30.5%
2011 1,997 1,560 437 21.9%
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2,028

413

| 20.4% |

0
Year Pumped (1000s) Billed (1000s) Gallons Lost (1000s) , I_/,ooss

2008 514 444 70 13.6%
2011 456 403 53 11.6%
RAA 439 386 53 12.1%

Water main leak repair completed

Year Pumped (1000s) Billed (1000s) Gallons Lost (1000s) | Loss

2008 2,560 1,960 600 23.4%
2011 2,848 1,933 915 32.1%
RAA 2,528 1,878 650 25.7%

= (Capped leaking service on abandoned property

= Installed fire hydrant meter at Fire Department to track water consumption

= Two water main repairs completed

» Three instances of water theft through by-passed lines discovered and rectified

Year Pumped (1000s) Billed (1000s) Gallons Lost (1000s) | Loss
2008 2,413 2,212 201 8.3%
2011 2,773 2,430 343 12.4%
RAA 2,772 2,510 262 9.5%
» Drained and installed new storage tank
= Repaired one main leak
Year ‘Pumped (1000s) Billed (1000s) Gallons Lost (1000s) | % Loss _
2008 499 342 157 31.5%
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2011

600

255

345

57.5%

RAA

589

267

322

54.7%*

* Significant water loss occurred in this system from May-September 2011, resulting in water loss
north of 70% for much of this timeframe. This issue was corrected by October 2011 and since that
time water loss is at 18% over the past 8 months.

Eight water main repairs

Valencia Water Company — Town Division

Year Pumped (1000s) Billed (1000s) Gallons Lost (1000s) | Loss

2008 691,866 635,251 56,615 8.2%
2011 751,697 653,825 97,872 13.0%
RAA 771,761 676,427 95,334 12.4%

17 water main repairs completed
Drained storage tank for new valve and header installation (Sonoran Vista)
Drained storage tank for maintenance (Baseline Tank)

Year Pumped (1000s) | Billed (1000s) | Gallons Lost (1000s) | % Loss
2008 1,749,993 1,701,471 48,522 2.8%
2011 2,145,553 1,032,632 212,021 9.9%
RAA 2,190,085 2,053,445 136,640 6.2%

** 2008 water loss included only potable water distributed from the Rancho El Dorado Water
Distribution Center. 2011 and 12 Month Avg includes all water pumped and sold.

Despite the efforts of the Water Loss Task Force, water loss continues to be at or greater

than 10 percent in most of the PWS listed above.

Why is water loss higher than 10 percent for these systems?

Several reasons exist for water loss greater than 10 percent in these systems. First, the age

of the infrastructure has resulted in numerous line breaks resulting in significant water loss.
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Due to the isolated nature of the water systems in Tonopah and Buckeye, a leak may go
unreported or undiscovered for an extended period of time. Due to the rural systems
having fewer customers, they naturally distribute smaller quantities of water, and therefore
a leak can have a greater impact on the overall loss of water in the system than in a larger

system.
Likewise, theft can have a significant impact on water loss in the smaller systems. Despite
continued efforts to combat water theft, there continues to be instances in which meters are

by-passed and residents illegally tap into Global’s water systems.

Global Water does track all utility used water (authorized usage) such as backwashing and

4 hydrant flushing, including estimated loss due to line breaks, leaks, and other sources of

loss. Where metered as routine operational activities these figures are accounted for in the
water loss figures. Where ever it is an undeterminable or insignificant volume of water, it
has not been included in the values above, however; this information is tracked and can be

made available if necessary.

And finally, as we have explained to the Commission in the context of why Global’s use of
ICFA fees was in the public interest — the West Maricopa Combine system was, to use a
non-technical phrase, a complete mess when we bought it. That’s why developers gave us
millions of dollars just to help us buy it, that’s why ADWR and ADEQ took the
unprecedented step of writing to the Commission to explain how vital it is for Global to
serve that area, and why we continue to try to explain to the Commission that we used

ICFA money to buy systems that were not purchasable by any other means.

We continue to invest millions of dollars into fixing these systems, and preparing the

Lower Hassayampa Sub-basin for Total Water Management — to ensure that one of the
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most over-allocated regions of the state can actually develop and provide homes and jobs
to Arizonans. The water loss data above drives home once again the public interest of our

purchase of the WMC assets.

What are some considerations that should be made with respect to water loss?
Unaccounted for water rarely results in visible water at the surface (as these would be
repaired immediately) and is typically low flow, continuous gasket leakage that occurs
over time. As a result, typically water loss is a direct function of the number of joints
(gaskets) in the distribution system. While many of the West Valley Region systems serve
small numbers of customers, they have very lengthy distribution systems. As a result, one
can expect that the water loss in these systems will be disproportionate to the volume

pumped. This will skew the percentages.

F. Future actions to mitigate water loss.

What future actions have been planned to manage water loss?

Global is moving forward with additional meter audits on the next tier of highest
consumption meters within the distribution systeni. Meter audits will occur continually
with the frequency based on the criticality of the meter in terms of potential water loss and

according to regulatory requirements such as our pending BMP tariffs.

Additionally, operations personnel will continue to observe the distribution network by
walking the distribution lines to confirm the lines are operable and without leaks. This will

also continue to be the greatest source of theft prevention.

Global Water will continue to advance the use of technology to operate its utilities and
continue to advance the FATHOM Read Management program that will greatly increase

water loss detection efforts through the full utilization of the AMI data and technology.
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Read Managemerit will use a series of algorithms to analyze AMI data to actively monitor
meters that have active low usage which could be an indication of a water leak. Additional
algorithms will detect meters that never register zero flow, which is indicative of a leak.
Each of these notices will automatically generate an immediate field investigation so that a

technician can eliminate any metering system errors and ultimately drive down water loss.

Lastly, Global Water may choose to employ leak detection, but this would require the
procurement of the necessary equipment or professional services. As leak detection
ultimately becomes necessary to reduce water loss, Global will complete individual cost-

benefit analyses for each PWS.

Rate Design .

Please describe Global’s proposed rate design in this case.

We propose to keep in place our innovative “Rebate Threshold Rate” design that was
approved by Decision No. 71878 (September 15, 2010), and to expand this design to our

Water Utility of North Scottsdale as well. In review, this rate structure incorporates the

following elements:
1. A volumetric rebate,
2. Six volumetric rate tiers instead of three, and
3. Revenue decoupling via increased basic monthly service charge.

Are you proposing any significant changes to the rate design?

The rate design will not have any material change with respect to the major structural
elements, as we have kept the 6 tier system with the same volumetric break overs, and we
keep in place the volumetric rebate. We do however propose minor adjustments to the
parameters associated with the rebate volume threshold, the percent of the rebate, and the

basic monthly minimum charge.
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Please explain these changes.

The changes proposed are in response to the notable success of our many conservation
practices including this rate design itself, which have resulted in a decline in the average
monthly usage per residential customer when comparing the period utilized to set the
previous rebate threshold. The demand destruction we have achieved was the stated
objective, but as we realize these lasting changes the rate design must be fine tuned to
continue to achieve our three core goals of revenue neutrality, equity and conservation.
Again, with this design and our proposed parameter adjustments, lower use results in lower
consumer costs while ensuring the utility’s finances remain sound. Further, it places the

ultimate control of costs well within the management capabilities of the consumer.

I will explain the proposed changes in the following order: 1) rebate volume threshold; 2)
the percent of consumptive charges available for rebate; 3) adjustments to the basic
monthly minimum charge.

1) In Global’s last rate case, the rebate threshold was set for each water utility, based
on 90% of the average residential customer’s consumption for the period
November 2007 to October 2008. Currently, between 65% and 75% of customers
qualify for the rebate. Thus, the threshold should be reduced so that these
customers are further encouraged to reduce their usage. Clearly, any such change
must be in the form of another realistic step downwards, so we believe that using
the same 90% of average residential customer consumption target used in the last
case, but updated with average usage data for the period January 2011 to
December 2011, results in the proper rebate thresholds (RBT). Those thresholds,

and the changes from the previous thresholds, are shown in the following table.

Prior RBT* New RBT**
Utility (gallons) (gallons) Reduction %
Santa Cruz 7001 6050 14%
Valencia 6701 6050 10%
Greater Buckeye 95001 7930 12%
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Greater Tonopah*** 7401 7270 2%

Willow Valley 6401 4373 32%

North Scottsdale N/A 13720

_* period November 2007 to October 2008
**period January 2010 to December 2011
***raceived a rate reduction in last rate case

2) The volumetric rebate allows for residential customers who achieve real, immediate

3)

reductions in water consumption to realize an immediate reduction in their
volumetric charges. Any time a customer achieves a consumption level below that
of the Rebate Threshold, that customer is entitled to receive a reduction in
volumetric charges (commodity charges). In order to simplify the program for us
and the customers, and still retain a powerful incentive, we have standardized all
utilities at a 50% rebate on their volumetric charges. Previously, this rebate ranges
between 45% - 65% dependent upon the utility.

Lastly, we have targeted a 55% monthly basic charge for all water utility rate
designs (except for Willow Valley where we targeted 60%), up from the approved
basic charges in the last rate case that calculated to a 50% monthly basic charge.
Increasing the basic charge is a critical component in continuing to allow Global to

achieve real and lasting demand destruction, while keeping our utilities financially

healthy.

For Willow, our rate design generates 60% of the revenue from the monthly basic
charge due to the unique demographics and low residential water usage that exists
in the system. In Willow, there are mostly small mobile unit style communities,
and there are only a few commercial or irrigation accounts. Additionally, a large
percentage of the commercial revenue is attributable to one customer who ones

multiple accounts, that being the Fort Mohave Indian Tribe with whom Willow
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has a contract to provide water to several of their properties through numerous
master meters. Because 86% of the revenue comes from residential meters with
relatively low usage, and only 12% from commercial (again, with most being the
Tribe), and only 2% for irrigation, there is not the opportunity to have the majority
of the rate increase incurred by those with usage in the highest tiers. So it must be
more heavily applied to the residential customers, and in the form of an increase to

the basic monthly charge, taking it to the 60% target.

Q. Can people really be expected to benefit from the three parts of the Rebate Threshold

Rate design?

A. Absolutely. Our records indicate that since the implementation of this program in August

of 2010, through April 2012, we have issued a total of $1,350,985.57 in rebates.

Additionally, many consumers in the area are already qualifying for the Rebate Threshold
today — even at the new threshold level, and so would receive the immediate benefit of the
rebate. And with the new threshold level, the average residential customer would begin

saving financially when they save another 670 gallons of water in a month.

Q. How easy is it for a customer to save 670 gallons?

A. 670 gallons per month can be saved in many ways. It represents only 22 gallons per day.

This volume can be saved by reducing outside use 7 minutes per day. Or by a number of

other activities including®:

. Save up to 1,000 gallons per month: Turn off the water while brushing your teeth
and shaving.
. Save up to 250 gallons per month: Rinse fruit and veggies in a bowl of water

instead of under running water.

8 http://www.chnep.org/Morelnfo/water conservation_facts.htm, accessed 9 December 2008
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. Save up to 1,000 gallons per month: Run your washing machine and dishwasher

only when full.
. Repairing a dripping faucet can save up to 30 gallons per day.
o Fix a toilet leak and you can save as much as 100 gallons of water per day.
o Dripping showerheads can waste 75 to several hundred gallons of water a week,

depending on the size of the drip.
. Save up to 1,000 gallons per month: Limit showers to five minutes and install
water-efficient showerheads.

So there are numerous activities that the homeowner can implement that will save water.
The idea behind the Rebate Threshold is that by setting the standard, and providing
feedback on the attainment of that standard, the homeowner will take action to benefit
financially. When people benefit financially they will be more motivated to conserve

resources, and the environment can benefit through reduced water withdrawals.

Q. Will the RTR apply to Commercial and industrial customers as well as to residential
customers? |

A. The RTR is primarily designed as a residential modifier. The Rebate Threshold is
determined on the basis of the average residential consumption. However, commercial and
industrial accounts that also reduce their consumption below the Rebate Threshold would

be eligible to receive the rebate.

Q. Please explain Santa Cruz’s proposed rate structure.
A. Santa Cruz proposes the following rate structure’:
Base Rate:
Meter Size (inches) Monthly Fee
5/8 $34.00
Y $34.00
1 $85.00
1% $170.00

? Note that the process described here is similar across all utilities in this application.
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2 $272.00
3 $544.00
4 $850.00
6 $1,700.00
8 $2,720.00
Commodity Rates:
From . To Cost per 1000
- -~ gallons
0 1000 $1.35 -
1001 5000 $2.45
5001 - 10000 $3.50
10001 18000 $4.75
18001 . 25000 $5.75
25001 ‘ And greater $6.75
Rebate Threshold:

Monthly Usage < 6,050 gallons per month'® results in a 50% reduction in volumetric

charges.

This rate structure is calibrated to achieve the revenue requirement of $12,895,269 per year

for the utility.

Q. Can you describe the method employed to determine these rates?

A. For each utility, we utilized the same method and computerized excel based model as we
did in setting the rates in the last rate case. However, in another effort to simplify the rate
values and in order to ensure we achieve our stated goals relative to the monthly basic
charge and pushing more of the increase in consumptive revenue to the highest tiers, we
manually modified the model outputs to smooth out the results while still hitting the

revenue requirement calculated in the schedules.

19 This number is determined by taking all consumption by all residential accounts in the test year
period, and calculating the arithmetic average of that data set, then multiplying that value by 90%.
In Willow, due to the demographics and seasonal occupancy issues, we have also remove the
“zero” consumption accounts.
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In summary, can you describe the effects of the rate design as proposed?
All of the water rates in this application use the same process for determination. The
particulars for each utility are shown below. The details of these rates are also shown in

the attached schedules to this application.

Are the any other key aspects to the rate design that needs considered?
Yes. As noted in Mr. Hill’s testimony, Global has agreed to a rate phase-in to limit the

impact to our customers. The terms of the rate phase in are outlined in our MOU with the

‘City of Maricopa. The phase-in applies to Santa Cruz and Palo Verde. The phase-in is

relative to the median residential household in accordance with the following terms.

Accordingly, for the next ten (10) years from the effective date of this MOU,
in instances when a Utility Company’s total required rate increase will result
in an increase to the median residential customer that is greater than (a) 5%
when CP1 is less than 2%; or (b) CPI plus 3% when CPI is greater than 2%
(hereafter referred to as the “Annual Limit”), Global will request that the ACC
authorize the Utility Companies to phase-in the total required rate increase to
mitigate customer impacts by seeking no greater than the Annual Limit per
year increase to the median residential customer per utility. This approach
will defer the amount of the total required increase over the Annual Limit for
recovery in future years.

As such, Global stipulates to such a phase-in, with the explicit intent to recover the lost
revenue from the phase-in periods in future years as already agreed to by the City of

Maricopa.

Does this conclude your direct testimony?

Yes.
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J Global Water - Ron L. Fleming

Mr. Fleming is General Manager of Global Water’s Arizona
Regulated Division, which consists of 14 regulated water,
wastewater, and recycled water utilities. In this role, Mr. Fleming
has primary responsibility for the performance, growth and
strategic direction of the Division, and has ownership of all
aspects of utility operations & maintenance, compliance,
customer service, development services, engineering &
construction, and regulatory affairs.

Mr. Fleming leads an elite team of 50+ professionals that deliver
on the Regulated Division mission —~ to transform utilities into
highly technical, efficient, and advanced water resource
management systems. Global Water generates industry leading
metrics within these utilities by developing people and processes
that systematically optimize facilities, and by implementing
advanced infrastructure and technological systems to improve
resource conservation, service levels, and financial performance.

Prior to becoming General Manager, from December 2004 to
May 2007 Mr. Fleming was employed as the Senior Project
Manager for Global Water overseeing the deployment of all
capital improvements within the Maricopa-Casa Grande Region.
During this period, Global Water invested over $160 million in
the Region building integrated regionai water, wastewater, and
recycled water systems. Role responsibilities included aspects of
long range planning, design conception, permit acquisition,
contracting, material procurement, construction oversight,
project delivery including commissioning and training, owner and
regulatory approvals, and all accompanying financial budgeting
and reporting.

Prior to Global Water, Mr. Fleming gained experience in the
utility and heavy civil industries working as a Project Engineer
and Project Manager for multiple general contractors,
constructing $36 million in infrastructure as described further in
the attached listing.

The distinct experience and knowledge derived from having
managed teams, relationships, and projects developing solutions
on both the contractor and owner side of the utility industry has
allowed Mr. Fleming to excel within Global Water as the
company fulfills its mission to produce sector leading Utilities.
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Global Water - Ron L. Fleming

General Managet for Global Water Resources, West Valley Region (2007 — 2010}, Arizona {2010 to present).

e Ensure overall compliant operations as primary objective for 17 public water systems and 5
integrated wastewater and recycled water providers.

e Deliver industry best financial performance on a consolidated +$30MM income statement.

e Care for, and minimize asset life cycle costs on a $300+MM balance sheet.

s Develop and implement an ongoing strategic plan, with associated budgeting and forecasting,
financial reporting, capital improvement program, rate cases, etc.

« Direct supervision of utility department heads including the following Divisional Management Team;
operations, special programs, environmental resources, engineering and construction, and
development services.

e Direct management of other key business functions, including regulatory affairs, legal matters, and
corporate reporting.

e Establishment and quality preservation of key relations; regulators, municipalities, industry partners,
vendors, and customers. ‘

Senior Project Manager for Global Water Resources, Maricopa, AZ (2004 — 2007). Provided owner
representative/project management services for the deployment of regional utility infrastructure.

¢ 2 MGD Water Reclamation Facility expansion: included the construction of a 9 MGD influent lift
station; a 6 MGD head works with screw style auger and vortex grit separator, odor control
systems, multi-train sequencing batch reactors (SBR), post equalization basin, additional tertiary
cloth media filtration, and uitra violet disinfection system.

e 1 MGD Water Reclamation Facility: full facility construction including headworks, SBRs,
equalization and clearwell basins, pumping, process, and electrical/control systems.

¢ 3 Water Distribution Centers: 1 expansion and 2 new builds, including the installation of 2 MG of
ground water tank storage, 18 MG of booster station capacity, disinfection and electrical/control
systems: _

« 3 domestic water system production well sites: selection and conversion of existing agricultural
wells to domestic system wells, from the preliminary analysis via down hole sampling. and
inspection, through modification designs, and the above ground pumping, piping,
electrical/control and facility improvements.

¢ 5 sanitary sewer lift stations: full facility construction of special collecting structures, lift station
wet wells, pumping, piping, electrical/control and facility improvements, including odor control
systems.

¢ Backbone pipeline network: deployed 45+ miles of potable water mains, 30+ miles of waste
water collection lines and force mains, and 40+ miles of recycled waterlines including 6 recycle
water delivery structures at storage impoundments, with automated valving and controls.

Utility Engineer for FNF Construction, Inc. Gilbert, AZ (2004).

e SR202L Santan Freeway Project: included the construction of 4 miles of freeway including
earthwork for sunken profile travel ways, retaining walls, overpass bridges, connecting roadways,
and 6 lanes for vehicular traffic. Utility Engineer was responsible for the planning, scheduling,
sourcing, and budgeting of all underground utilities ($9.4MM) including a massive storm water
collectioh system with two storm water extraction pump stations.

Project Engineer/Manager for MMC, Inc. Lake Havasu City and Gilbert, AZ {2002-2004).
e 26 MGD Biological Manganese Water Treatment Facility: included the construction of an
influent cascade aerator, multi-chamber filtration structure, backwash pump station, settling
tanks, sludge handling system, ultraviolet disinfection, chlorine contact basin, clearwell, finished
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Global Water - Ron L. Fleming

water pump station, and control/solids/administration facilities. All process structures where
cast-in-place concrete. Responsibilities included submittal review and approval, request for
information, work packages, daily reports, record drawings, unit cost and labor tracking, etc.

¢ Gilbert Road Improvement Project: included widening 3 miles of a major arterial roadway from
two lanes to four, including turn lanes, medians, and full curb/gutter/sidewalk. Project
encompassed 2 major intersections requiring installation of traffic control street lights and
decorative concrete placement. In conjunction with surface improvements, project required an
expansion to the underground water and wastewater pipeline networks. Responsibilities included
sub-contractor and in-house trade supervision, scheduling, pay applications, change orders,
estimating, earned value management, cost accounting, and all day-to-day management
activities.

* Kiowa Avenue Widening: included widening 2 miles of arterial roadway from two lanes of traffic
to three (two travel ways plus one turn lane), including the widening of a storm drainage culvert,
three intersections, and full curb/gutter/sidewalk. In conjunction with surface improvements,
project required an expansion to the underground water and wastewater pipeline networks.
Responsibilities inciuded sub-contractor and in-house trade supervision, scheduling, pay
applications, change orders, estimating, earned value management, cost accounting, and all day-
to-day management activities.
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West Maricopa Combine
Individual Issue Summary Sheet

Issue

Description

Background Information

Summary of Costs

West Maricopa Combine

Administrative Compliance
0&M Compliance
Engineering & Technical
Compliance

Illegal installation of water
services

Relevant Representations:
3.1.11(c) encroachment
and trespass

3.1.11(f) facilities in good
working order, proper
maintenance

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

With the knowledge of senior management, WMC
employees were allowed to utilize company resources to
conduct illegal installations of water mains without
Arizona Corporation Commission (ACC) approval in
accordance with AAC R14-2-402.C.1 or Maricopa
County Environmental Services Department (MCESD)
approval in accordance with Maricopa County
Environmental Health Code, Chapter V, Water Supply,
Section 1 Regulations 2 and 3. A group of employees
participated in and profited from a number of fraudulent
installations. Employees would utilize company labor,
materials and equipment (both during working hours and
on weekends) to construct water lines for individual
homes or subdivisions. These installations were
completed without proper regulatory approval — ATC,
pressure tests, compaction tests, bacteriological tests etc.
“Clients” would be invoiced under various names using
the billing system at the Valencia-Water Company office
and payments were made directly to these individuals.

A number of illegal installations have been discovered.
These systems do not have adequate capacity to be
employed as mains. They are poorly installed and are
not locatable. Some installations run across private
property and lack necessary easements. ARS section 13-
1501 et. seq. and Medical Laboratory Management vs.
American Broadcasting Companies, 30 F. Supp. 2d 1182
(D. Ariz. 1998).

Cost of investigation

to uncover circumstances
surrounding illegal
installations

Contingency for replacement
of various systems to ensure
proper installation

Contingency for address of
permitting and regulatory
issues

$ 6,631

$ 792,000

$ 20,000

ESTIMATED COST

Updated:

$ 818,631

Confirmed — actual cost to correct is

undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue

Description

Background Information

Summary of Costs

2

West Maricopa Combine

Administrative Compliance
Falsification of records

Relevant Representations:
3.1.3 inaccuracy in
Financial Statements
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Work orders and time sheets were routinely falsified by
the company’s operations superintendent to cover for
staff who had not shown up for work for several days.
The superintendent and his operators routinely falsified
reports to indicate that certain water systems met the
requirements of the SDWA. Falsification of records is
grounds for suspension under AAC R18-5-109.B.5.

Cost of investigation

to uncover circumstances

surrounding falsification

of records * Included in Item 1

Contingency for

corrective actions $ 50,000
ESTIMATED COST $ 50,000
Updated:

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
3 | Willow Valley Water On at least one occasion, sampling bottles had been filled | Cost of investigation
Company with bottled water by the senior operator for the Willow | to uncover circumstances

Administrative Compliance

Manipulation of water
samples

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Valley Water Company. Falsification of records violates
federal law 18 U.S.C. [section] 1001, which provides that
whoever, in any matter within the jurisdiction of the
executive, legislative, or judicial branch of the
Government of the United States, knowingly and
willfully-

(1) falsifies, conceals, or covers up by any trick, scheme,
or device a material fact;

(2) makes any materially false, fictitious, or fraudulent
statement or representation; or

(3) makes or uses any false writing or document knowing
the same to contain any materially false, fictitious, or
fraudulent statement or entry; shall be fined under this
title or imprisoned not more than 5 years, or both.

surrounding manipulation
of water samples * Included in Item 1

Contingency for

corrective actions $ 50,000
ESTIMATED COST $ 50,000
Cvmmﬁomn

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information . Summary of Costs
4 | West Maricopa Combine There existed a general lack of care and attention paid to | COST TO ADDRESS

the WMC systems, the result of which was infrastructure | ISSUE $ 1,152,000
Administrative Compliance | held together (literally) with wire, rocks jammed into
0&M Compliance motor starters, and live electrical cables run across the | Updated:
Contractual Compliance ground.

Lower Buckeye

General lack of care and Well and storage sites were in desperate need of | WDC (618-06-004) $ 2.879.000

attention paid to water
systems

Relevant Representations:
3.1.9(c) breach of contract

3.1.11(f) facilities in good
working order, proper
maintenance

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of -
representations

maintenance and clean up. At the Bulfer site, animals
were being allowed to graze in the well site and
chlorination system was not being maintained.

Some of the systems were not meeting compliance
standards and, when adjustments were made by Global to
bring them into compliance, could not meet the
contractual requirements for service.

Since the acquisition, Global has been forced to expend
unanticipated resources to address, not only the apparent
deficiencies, but the damages and long term impact that
these deficiencies have had on the systems. Cost include
additional operators to keep the systems compliant,
inspections, engineering, regulatory affairs to address
blatant violations, public outreach, and human capital to
replace incompetent operators originally employed by
previous ownership.

AAC R18-4-124 requires proper maintenance of systems
to insure that they are in good working order.

Bales Upgrades (618-06-006) $ 478,000

Sonoran Vista NE Wall
(618-06-031) $ 1,195,000
Roseview Tank (630-11-001)  $ 44,000
All chlorination projects:
e 630-07-007 $ 119.000
o 634-08-003 $ 32,000
o 618-07-001 $ 88,000




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description | Background Information Summary of Costs
5 | Willow Valley Water After acquisition of the water company, internal review | DISTRIBUTION OF COST
Company of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to perform a public notice
Administrative Compliance | for TTHM/HAAS per AAC R18-04-105 and missed Updated:

PWS 08-129 Lake
Cimarron

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

monitoring as required by AAC R18-04-214(2) for 2005
and 2006.

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description | Background Information Summary of Costs
6 | Willow Valley Water After acquisition of the water company, internal review | DISTRIBUTION OF COST
Company of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
| previous ownership had failed to complete annual CCR’s
Administrative Compliance | as required by AAC R18-04-701 for 2005. Updated:

PWS 08-129 Lake
Cimarron

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description. Background Information Summary .of Costs
7 | Willow Valley Water After acquisition of the water company, internal review | DISTRIBUTION OF COST
Company of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to perform a public notice
Administrative Compliance | for TTHM/HAAS per AAC R18-04-105 and missed Updated:

PWS 08-034 HO (Unit 17)

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

monitoring as required by AAC R18-04-214(2) for 2005
and 2006.

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs .
8 | Willow Valley Water After acquisition of the water company, internal review | DISTRIBUTION OF COST
Company of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to complete annual CCR’s
Administrative Compliance | as required by AAC R18-04-701 for 2005. Updated:

PWS 08-034 HO (Unit 17)

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
9 | Willow Valley Water After acquisition of the water company, internal review | DISTRIBUTION OF COST
Company of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to perform a public notice
Administrative Compliance | for a total coliform MCL violation per AAC R18-04-202 | Updated:

PWS 08-040 King

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

in September 2005 and failed to perform increased
monitoring as required by AAC R18-04-214(2).

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description . Background Information Summary of Costs
10 | Willow Valley Water After acquisition of the water company, internal review | DISTRIBUTION OF COST
Company of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to perform a public notice
Administrative Compliance | for a total coliform MCL violation per AAC R18-04-202 | Updated:

PWS 08-040 King

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

in October 2005 and failed to perform increased
monitoring as required by AAC R18-04-214(2).

Confirmed — actual cost to correct is

undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
11 | Willow Valley Water After acquisition of the water company, internal review | DISTRIBUTION OF COST
Company of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to monitor the correct
Administrative Compliance | amount of coliform samples according to population. Updated:

PWS 08-040 King

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
12 | Water Utility of Greater After acquisition of the water company, internal review | DISTRIBUTION OF COST
Buckeye of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to respond to deficiency
Administrative Compliance | items identified in Sanitary Survey as required by AAC | Updated:

PWS 07-732 Sonoran
Ridge

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

R18-04-118.

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
13 | Water Utility of Greater After acquisition of the water company, internal review | DISTRIBUTION OF COST
Buckeye of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to respond to deficiency
Administrative Compliance | items identified in Sanitary Survey as required by AAC | Updated:

PWS 07-195 Sun Valley
Ranch

Relevant Representations:

-3.1.13 possession of and

compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

R18-04-118.

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
14 | Water Utility of Greater After acquisition of the water company, internal review | DISTRIBUTION OF COST
Buckeye of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to respond to deficiency
Administrative Compliance | items identified in Sanitary Survey as required by AAC | Updated:

PWS 07-114 Bulfer

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

R18-04-118.

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description | Background Information Summary of Costs
15 | Water Utility of Greater After acquisition of the water company, internal review | DISTRIBUTION OF COST
Buckeye of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000

Administrative Compliance
PWS 07-129 Sweetwater II

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

previous ownership had failed to respond to deficiency
items identified in Sanitary Survey as required by AAC
R18-04-118.

Updated: Confirmed — actual cost to
correct is undetermined




West Maricopa Combine
Individual Issue Summary Sheet

Issue .| Description Background Information .Summary of Costs
16 | Water Utility of Greater After acquisition of the water company, internal review | DISTRIBUTION OF COST
Buckeye of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to perform increased
Administrative Compliance | monitoring as required by AAC R18-04-214(2) Updated:

PWS 07-129 Sweetwater 11

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

following a positive coliform sample in September 2005.

Confirmed — actual cost to correct is

undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

PWS 07-733 West Phoenix
Estates #6

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

| Issue | Description Background Information Summary of Costs
17 | Water Utility of Greater After acquisition of the water company, internal review | DISTRIBUTION OF COST
Tonopah of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to perform public notice
Administrative Compliance | as required by AAC R18-04-214(2) for a missed Updated:

coliform monitoring in November 2004.

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

. Issue | Description wmowmacza Information Summary .of Costs
18 | Water Utility of Greater After acquisition of the water company, internal review | DISTRIBUTION OF COST
Tonopah of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to monitor for nitrate at
Administrative Compliance | entry point of distribution system. Updated:

PWS 07-618 B&D

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law -

3A.1.5 accuracy of
representations

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
19 | Water Utility of Greater After acquisition of the water company, internal review | DISTRIBUTION OF COST
Tonopah of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to repeat monitoring as
Administrative Compliance | required by AAC R18-04-214(2) for coliform violation Updated:

PWS 07-030 Dixie

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

in November 2005.

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
20 | Water Utility of Greater After acquisition of the water company, internal review | DISTRIBUTION OF COST
Tonopah of water system records by Global Water revealed that TO ADDRESS ISSUE $ 25,000
previous ownership had failed to perform increased
Administrative Compliance | monitoring as required by AAC R18-04-214(2) Updated:

PWS 07-030 Dixie

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

following a coliform violation in May 2006.

Confirmed — actual cost to correct is

undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Modifications existing to
existing facilities

Relevant Representations:
3.1.11(¥) facilities in good
working order, proper
maintenance

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

To address the issue and ensure that the systems operate
in a compliant manner, Water Works, Inc. has been
contracted to diagnose the facilities and provide
recommendation on how to correct the insufficiencies.
Felix Construction will make the necessary repairs on a
time and material basis.

Issue | Description Background Information Summary of Costs
21 | Willow Valley Water Well and storage sites were in poor operating condition | Contingency for
Company with major modifications made to the chlorination and corrective actions $ 100,000
treatment systems. Treatment facilities at the King Street
Administrative Compliance | and Cimarron distribution centers were depleted of a ESTIMATED COST $ 100,000
O&M Compliance number of components, removed or modified during
operations prior to the acquisition. Updated:

WVWC Unit 17 well and Treatment
System (622-07-003) $ 1,526,000

WVWC Corrosion Control
(622-11-001) $ 539,000
WVWC Site ID 01AA King St. $ 15.000

WVWC Site ID 02AA
Cimmaron

$ 67,000

WVWC Site ID 03AA Unit 17§ 14.000




West Maricopa Combine
Individual Issue Summary Sheet

Issue

Description

Background Fwonummos

Summary of Costs

22

Water Utility of Greater
Tonopah

Administrative Compliance
O&M Compliance
Contractual Compliance

CAPEX
PWS 07-033 West Phoenix
Estates #6

Relevant Representations:
3.1.9(c) breach of contract
3.1.11(%) facilities in good
working order, proper
maintenance

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

The Water Distribution Center was improperly designed
and operated. Treatment system for fluoride and arsenic
was not operational per the O&M manual. System was
delivering water periodically throughout the month with
levels above the MCL for each contaminant. pH of water
delivered was below 6 and, at times, as low as 5. Data
was not being reported to Maricopa County Department
of Environmental Services as required by the AOC.

The system was not meeting compliance standards and,
when adjustments were made by Global to bring it into
compliance, could not meet the contractual requirements
for service.

Contingency for

corrective actions $ 100,000
ESTIMATED COST $ 100,000
Updated:

Confirmed — Some issues corrected by the
following projects:

o West Phoenix 6 Treatment Plant
Upgrades (630-06-004) $ 117,000

e Remainder of issues in 2012 cap ex
plan, project planned at $ 195,000




West Maricopa Combine
Individual Issue Summary Sheet

Issue.

Description

Background Information

Summary of Costs_

23

Valencia Water Company

Engineering & Technical
Compliance

Lack of Easement at
Northsight Subdivision

Relevant Representations:
3.1.11(c) encroachment
and trespass

3A.1.5 accuracy of
representations

In March 2007, during installation of a septic tank in the
Northsight subdivision (a county island located within
the Valencia Water Company CC&N), the contractor
exposed an 8” potable water line that crossed the lot.
Subsequent research determined that roughly 750 LF of
pipeline was installed on private property without
easements. Pipeline will need to be removed and
replaced. ARS section 13-1501 et. seq. and Medical
Laboratory Management vs. American Broadcasting
Companies, 30 F. Supp. 2d 1182 (D. Ariz. 1998).

Contingency for

corrective actions $ 100,000
ESTIMATED COST $ 100,000
Updated:

Confirmed — actual cost Site
ID 32AA Bulfer $5.940




West Maricopa Combine
Individual Issue Summary Sheet

Issue

Description

Background Information .

Summary of Costs

24

Valencia Water Company
Administrative Compliance
PWS 07-078 7" & Alarcon

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Treatment system for arsenic was in poor performance.
A final AOC was unachievable. An unauthorized water
source was connected to the system, violating the interim
AOC, Maricopa County Environmental Health Code,
Chapter V, Water Supply, Section 1 Regulations 2 and 3,
and AAC R18-5-507.A.

Contingency for

corrective actions $ 25,000
ESTIMATED COST $ 25,000
Updated:

Confirmed — issues corrected by the
following projects:

¢ Alarcon Arsenic Treatment
(618-06-052) $101.000

e Site ID 01AA Alarcon $ 14,000




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs )
25 | Valencia Water Company | Global received notification in March 2007 of potential | Contingency to
problems associated with VWC’s Apache Road Pipeline, | mitigate issues $ 1.000.000
Engineering & Technical a project that was nearly complete at the time of
Compliance acquisition. The problems were associated mainly with | ESTIMATED COST $ 1,000,000
turnout locations and dip sections. As the pipeline was
Lack of Poly-Wrap and exposed to rectify these issues, Global discovered that it | Updated:

Bedding on Existing
Pipelines

Relevant Representations:
3.1.11 good working order
and condition

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

was neither poly-wrapped nor properly bedded with
select material as required by the project’s Approval to
Construct ATC. Lack of poly-wrap exposes the pipeline
to corrosion and bedding with native material presents
potential problems. Both issues will impact the lifespan
of the pipeline, possibly decreasing its longevity by on
half. It is anticipated that other pipelines installed under
the watch of the previous owner will have similar issues.
Failure to install infrastructure in accordance with the
approved plans and ATC is a violation of AAC R18-5-
506.

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
26 | Willow Valley Water Distribution pipelines within Willow Valley Water Contingency to
Company Company have been impacted by neglect and a mitigate issues $ 1,000,000
systematic lack of proper maintenance. Poor treatment
O&M Compliance facility design and operation failed to remove quantities | ESTIMATED COST $ 1,000,000
, of iron and manganese from the potable water system.
Accumulation of Iron and | An affective preventative flushing program was never Updated:

Manganese in Distribution
Pipelines

Relevant Representations:
3.1.11 facilities in good
working order, proper
maintenance

3A.1.5 accuracy of
representations

implemented and those minerals accumulated over a
number of years. Current deposits are so bad that cross
sectional areas of the distribution system pipelines are
greatly reduced and frictional losses are extreme.

Operational costs are high, as is the potential of a system
failure. Global is developing a replacement program that
was unanticipated at the time of acquisition.

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description . .| Background Information Summary of Costs
27 | West Maricopa Combine Global’s post-acquisition investigation revealed that Contingency $ 100,000
WMC personnel were making installations outside of
Administrative Compliance | CC&N boundaries with at least the knowledge of, and ESTIMATED COST $ 100,000
Contractual Compliance likely tacit approval from senior management.
Installation of service connections outside an approved Updated:

Installations Outside of
CC&N

Relevant Representations:
3.1.9(c) breach of contract
3.1.11 good working order
and condition

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

CC&N is a violation AAC R14-2-402.C.1, and Maricopa
County Environmental Health Code, Chapter V, Water
Supply, Section 1 Regulations 2 and 3. An internal audit
is being completed and total illegal connections are
expected to be in the hundreds.

In addition to exposing the WMC to numerous regulatory
penalties, installations within certain systems impacted
capacity and created a situation where service obligations
were jeopardized.

Confirmed — actual cost to correct is
undetermined.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description ) Background Information _ | Summary of Costs
, 28 | Valencia Water Company System required arsenic treatment to meet compliance Bethke Engineering $ 3,800
| , mandates. Installation of the arsenic treatment system was
| Administrative Compliance contracted design-build to Layne Christensen but their MCESD $2,450
Engineering & Technical proposal excluded site work, concrete construction,
Compliance mechanical installations to connect the treatment system to the | Hookers Crane Service $384
Contractual Compliance existing distribution facility, and electric modifications
required to support the treatment equipment. Layne Christensen $ 248,553
CAPEX
4th & Baseline Arsenic Moadifications to the water distribution center site were RBF Consulting $ 10,000
Treatment internally designed by Global Water engineering and were
contracted to RDH Environmental Services for construction. RDH Environmental Services  $ 14,156
Projects 618-06-045 & 618- | The work is being completed in conjunction with the
06-047 expansion of the water distribution center. RDH is RDH Environmental Services
coordinating with Layne Christensen on installation of the (Completed as part of
In Construction arsenic treatment equipment. 618-06-047) $ 75,685
Relevant Representations: Fluid Solutions provided design services for the expansion but | GWM @ 6% $21.302
3.1.9(a) undisclosed RBF Consulting was contracted to provide Engineer of Record
agreements services for both projects at the site. SUBTOTAL $376,330
3.1.13 possession of and :
compliance with permits Contingency @ 5% $ 18816
3.1.24 compliance with
applicable law ESTIMATED COST $ 395,146
3A.1.5 accuracy of
representations Updated:

Confirmed — breakdown indicated is accurate
for project 618-06-45  $ 395,000

Additionally, required project
$ 949,000

618-06-047



West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs .
29 | Valencia Water Company | System required arsenic treatment to meet compliance Bethke Engineering $ 5,929
, mandates. Installation of the arsenic treatment system
Administrative Compliance | was contracted design-build to Layne Christensen but Garney Construction
Engineering & Technical their proposal excluded site work, concrete construction, | (part of 618-06-046) $ 112,611
Compliance mechanical installations to connect the treatment system
Contractual Compliance to the existing distribution facility, and electric Hydro Engineering
modifications required to support the treatment (part of 618-06-046) $ 7,263
CAPEX equipment.
4th & Central Arsenic Layne Christensen $ 218,366
Treatment Design modifications to the water distribution center site
were contracted to Hydro Engineering Solutions and GWM @ 6% $ 20.650
Projects 618-06-044 & Garney Construction was awarded a contract for
618-06-046 construction. The work is being completed in SUBTOTAL $ 364,819
conjunction with the expansion of the water distribution
In Construction center. Garney is coordinating with Layne Christensen Contingency @ 5% $ 18,241
on installation of the arsenic treatment equipment.
Relevant Representations: ESTIMATED COST $ 383,060
3.1.9(a) undisclosed
agreements Updated:

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Confirmed — breakdown is low. actual

projects to correct issues are:

s Project 618-06-044
e Project 618-06-046

£ 265,000
$ 1.156.000




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information . Summary of Costs
30 | Valencia Water Company | System required arsenic treatment to meet compliance DARcor & Associates $9,577
« mandates. Installation of the arsenic treatment system
Administrative Compliance | was contracted design-build to Layne Christensen but Fluid Solutions $574
Engineering & Technical their proposal excluded site work, concrete construction,
Compliance mechanical installations to connect the treatment system | Kino Construction $2,274
Contractual Compliance to the existing distribution facility, and electric
modifications required to support the treatment Hookers Crane Service $ 347

CAPEX equipment.
Bales Arsenic Treatment Layne Christensen $ 156,333

Project 618-06-042
Substantially Complete

Relevant Representations:
3.1.9(a) undisclosed
agreements

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Modifications to the water distribution center site were
designed by Global Water engineering with electrical
design contracted to DARcor & Associates. A contract
was awarded to RDH Environmental Services for
construction. RDH coordinated with Layne Christensen
on installation of the arsenic treatment equipment.

RDH Environmental Services §$ 320,256

GWM @ 6% $29.375
ESTIMATED COST $ 518,952
Updated:

Confirmed — breakdown

indicated is accurate for project
618-06-042 $ 519,000




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description .| Background Information Summary of Costs
31 | Valencia Water Company | System required arsenic treatment to meet compliance Bethke Engineering $1,129
mandates. Treatment equipment was installed by Layne
Administrative Compliance | Christensen within the new Blue Hills Water Distribution | Fluid Solutions $ 5,486
Engineering & Technical Center (WDC). The WDC was developer constructed
Compliance (Kalish) with Fluid Solutions acting as the design/builder | Hookers Crane Service $ 529
Contractual Compliance and Grimm Construction (later Prime Contracting)
working as Fluid Solution’s subcontractor. A majority of | Layne Christensen $ 271,664
CAPEX the key components were completed by Kalish including
Blue Hills Arsenic site work, mechanical installations to connect the Prime Contracting $ 31,195
Treatment treatment system to the existing distribution facility, and
electric modifications required to support the treatment Slaby Environmental $ 15,720
Project 618-06-041 equipment.
‘ Weber Group $ 840
Substantially Complete To accommodate the arsenic treatment equipment, a
concrete pad was constructed by Valencia Water GWM @ 6% $19.594
Relevant Representations: | Company and Prime Contracting completed
3.1.9(a) undisclosed miscellaneous mechanical installations. ESTIMATED COST $ 346,157
agreements
3.1.13 possession of and In the summer of 2007, absorption media from the Updated:

compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

treatment system had to be shipped off site for
regeneration on two different occasions. A change order
was give to Layne Christensen for the first regeneration
and a contract was awarded to Slably Environmental for
the second. It has been determined that the system was
designed based on water quality criteria provided by
ADT Drilling and Fluid Solutions. The criteria were
incorrect, resulting in an undersized system that will
require modification in the future.

Confirmed — breakdown indicated
is accurate for project

618-06-041 $ 346,000




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
32 | Valencia Water Company | System required arsenic treatment to meet compliance Broomhead Electric $472
mandates. Installation of the treatment system was
Administrative Compliance | contracted design-build to Layne Christensen but their EIC Engineers $2,250
Engineering & Technical proposal excluded site work, concrete construction,
Compliance mechanical installations to connect the treatment system | Engineered Sales Company $ 7,150
Contractual Compliance to the existing distribution facility, and electric
modifications required to support the treatment Fluid Solutions $9,950
CAPEX equipment.
Sonoran Vista Arsenic Garney $ 278,733
Treatment The excluded components were designed by Fluid
Solutions (site work and piping), Shapton & Partners Layne Christensen $ 1,137,490
Project 618-06-039 (concrete), and EIC Engineers (electrical). The
additional work was contracted to Garney Construction. | Shapton & Partners $ 3,500
Substantially Complete Garney coordinated with Layne Christensen on
installation of the arsenic treatment equipment. Thomas Reprographics $29
Relevant Representations: ‘
3.1.9(a) undisclosed Note that water quality assessments used as the basis of | United Rentals $1,114
agreements the Sonoran Vista WDC treatment system design were
3.1.13 possession of and provided by Fluid Solutions and ADT Drilling. GWM $ 86.441
compliance with permits Assessments provided for the Blue Hills WDC project
3.1.24 compliance with have proven to be incorrect and modifications will be ESTIMATED COST $ 1,527,129
applicable law required in the future.
3A.1.5 accuracy of Updated:

representations

Confirmed — breakdown indicated

is accurate for project
618-06-039

$ 1,527,000




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
33 | Valencia Water Company | After the closing of the SPA, Global discovered that the | ESTIMATED COST $ 3,000,000
design of the Shult Water Distribution Center and
Administrative Compliance | associated arsenic treatment was completed prior to Updated:

Engineering & Technical
Compliance
Contractual Compliance

CAPEX
Shult Arsenic Treatment

Project 618-06-040
Design/Permitting

Relevant Representations:
3.1.9(a) undisclosed
agreements

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

acquisition. The facility’s design was based on
numerous assumptions and lacked the standard of care
typically utilized within the engineering profession.
Design modifications will be required and costs to
properly construct a compliant facility will be
considerable.

Issue not addressed yet. It will be
required in the future.




West Maricopa Combine

Individual Issue Summary Sheet

Issue | Description

Background Information

34 | Water Utility of Greater
Tonopah

Administrative Compliance
Engineering & Technical
Compliance

Contractual Compliance

CAPEX
Sunshine Arsenic
Treatment

Projects 630-06-003 &
630-06-006 (SUP)

In Construction

Relevant Representations:
3.1.9(a) undisclosed
agreements

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law .
3A.1.5 accuracy of
representations

System required arsenic treatment to meet compliance
mandates. Design and construction of the treatment
facilities were awarded to Conestoga Rovers &
Associates (CRA). Related components including site
work, concrete construction, mechanical installations to
connect the treatment system to the existing distribution
facility, and electric modifications required to support the
treatment equipment were designed and are being
managed by McBride Engineering Services (MES) and
constructed by CRA as part of their contract. Although
Earl, Curley & Lagard did preliminary permitting work,
MES also assisted in acquiring the necessary Special Use
and Floodplain Use permits for the project.

Summary of Costs

Earl, Curley & Laggard $1,844
Ferguson Enterprises $ 1,756
Fluid Solutions $ 680
MCESD $3,525
Epic Sign $424
McBride Engineering Services $ 58,260
CRA $ 240,104
Coke D Elms $1,250
GWM @ 6% $18.471
SUBTOTAL $ 326,314
Contingency @ 5% $16316
ESTIMATED COST $ 342,629
Updated:

Confirmed — breakdown indicated
is accurate for project

630-06-003 & 006 $ 343,000




West Maricopa Combine
Individual Issue Summary Sheet

.

. . .

Issue | Description Background Information Summary of Costs
35 | Water Utility of Greater System required arsenic treatment to meet compliance Earl, Curley & Laggard $ 16,210

Tonopah mandates. Design and construction of the treatment
facilities were awarded to Conestoga Rovers & MCESD $2,000

Administrative Compliance | Associates (CRA). Related components including site

Engineering & Technical work, concrete construction, mechanical installations to | Dynamite Signs $ 1,880

Compliance connect the treatment system to the existing distribution

Contractual Compliance facility, and electric modifications required to support the | McBride Engineering Services ~ § 38,255
treatment equipment were designed and are being

CAPEX managed by McBride Engineering Services (MES) and CRA $ 267,962

Buckeye Ranch Arsenic constructed by CRA as part of their contract. Although

Treatment Earl, Curley & Lagard did preliminary permitting work, | GWM @ 6% $19.578
MES also assisted in acquiring the necessary Special Use

Project 630-06-002 and Floodplain Use permits for the project. SUBTOTAL §$ 345,885

In Construction Contingency @ 5% $17.294

Relevant Representations: ESTIMATED COST $ 363,180

3.1.9(a) undisclosed

agreements Updated:

3.1.13 possession of and

compliance with permits Confirmed — estimate was low.

3.1.24 compliance with Actual project cost for

applicable law 630-06-002 $ 712.000

3A.1.5 accuracy of
representations




West Maricopa Combine
Individual Issue Summary Sheet

Issue

Description

Background Information

Summary of Costs

36

Water Utility of Greater
Tonopah

Administrative Compliance
Engineering & Technical
Compliance

Contractual Compliance

CAPEX
Rose View Arsenic
Treatment

Project 630-06-001
Design/Permitting

Relevant Representations:
3.1.9(a) undisclosed
agreements

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

System required arsenic treatment to meet compliance
mandates. The situation was evaluated by McBride
Engineering Solutions and it was determined that, based
on the number of customers, Point of Use treatment
would be utilized. Point of Use systems have been
contracted to Watts.

Contingency to bring system

into compliance $ 32.000
ESTIMATED COST $ 32,000
Updated:

Confirmed — estimate was high. Actual
project cost for 630-06-001 $ 24,000




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
37 | Water Utility of Greater System required arsenic treatment to meet compliance Contingency to bring system
Tonopah mandates. The situation was evaluated by McBride into compliance $ 15,000
Engineering Solutions and it was determined that, base
Administrative Compliance | on the number of customers, Point of Use treatment ESTIMATED COST $ 15,000
Engineering & Technical would be utilized. Point of Use systems have been
Compliance contracted to Watts. Updated:

Contractual Compliance

CAPEX
West Phoenix Estates #1
Arsenic Treatment

Project 630-07-001
Design/Permitting

Relevant Representations:
3.1.9(a) undisclosed
agreements

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Confirmed — estimate was high. Actual
project cost for 630-07-001 $ 8,000




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information . Summary of Costs
38 | Water Utility of Greater System required arsenic treatment to meet compliance Contingency to bring system
Tonopah mandates. Further, the system routinely exceeded the into compliance $ 20,000
Fluoride MCL. The situation was evaluated by McBride
Administrative Compliance | Engineering Solutions and it was determined that, base ESTIMATED COST $ 20,000
Engineering & Technical on the number of customers, Point of Use treatment
Compliance would be utilized. Point of Use systems have been Updated:

Contractual Compliance

CAPEX
West Phoenix Estates #7 /
Tufte Arsenic Treatment

Project 630-07-003
Design/Permitting

Relevant Representations:
3.1.9(a) undisclosed
agreements

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

contracted to Watts.

Confirmed estimate was high. Actual
project cost for 630-07-003 $ 11,000




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description . Background Information. Summary of Costs
39 | Water Utility of Greater System required arsenic treatment to meet compliance Earl, Curley & Laggard $3,411
Buckeye mandates. Design and construction of the treatment
facilities were awarded to Conestoga Rovers & MCESD $ 2,000
Administrative Compliance | Associates (CRA). Related components including site
Engineering & Technical work, concrete construction, mechanical installations to | McBride Engineering Services  § 32,790
Compliance connect the treatment system to the existing distribution
Contractual Compliance facility, and electric modifications required to support the | CRA $ 266,962
treatment equipment were designed and are being
CAPEX managed by McBride Engineering Services (MES) and GWM @ 6% $18.310
Sonoran Ridge Arsenic constructed by CRA as part of their contract. Although
Treatment Earl, Curley & Lagard did preliminary permitting work, | SUBTOTAL $323,473
MES also assisted in acquiring the necessary Special Use
Project 634-06-001 permit for the project. Contingency @ 5% $16.174
In Construction ESTIMATED COST $ 339,646
Relevant Representations: Updated:

3.1.9(a) undisclosed
agreements

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Confirmed — estimate low. Actual project
cost for 634-06-001 $ 698,000




West Maricopa Combine

Individual Issue Summary Sheet

| Issue | Description

Background Information

Summary of Costs

40 | Water Utility of Greater
Buckeye

Contractual Compliance

CAPEX
PWS 07-195 Sun Valley
Ranch

Relevant Representations:
3.1.9(c) breach of contract
3.1.11(c) encroachment
and trespass

3A.1.5 accuracy of
representations

Service to Talas Home is predicated on the installation of
utilities within an adjacent property. Installation is not
scheduled prior to the Talas need and this oversight must
be addressed by the utility.

Contingency for

corrective actions $ 100,000
ESTIMATED COST $ 100,000
Update:

Confirmed — estimate was low. Actual
project cost for 634-07-002 $ 150,000




|

|

West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description Background Information Summary of Costs
41 | Valencia Water Company | Prior to the acquisition, arsenic treatment facilities had Aquacell Water Treatment $ 23,998

been installed by McPhee Environmental Supply at the

Engineering & Technical water distribution center site. The facilities had been MCESD $ 300

Compliance started up but the project lacked AOC. The McPhee
system failed to produce the designed flowrates and ESTIMATED COST $ 24,298

CAPEX pressures requiring various modifications during the

7" & Alarcon summer of 2006 and again in the spring of 2007. Prior to | Updated:

Project 618-06-052

Relevant Representations:
3.1.11(f) facilities in good
working order, proper
maintenance

3A.1.5 accuracy of
representations

the spring 2007 modifications it was determined that the
media was exhausted and the system was subsequently
taken off line. Media was removed, regenerated, and
reinstalled in June 2007.

Covered in item 24 above.
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Individual Issue Summary Sheet

Issue

Description

Background Information .

Summary of Costs

42

Valencia Water Company

Engineering & Technical
Compliance

CAPEX
Apache Road Pipeline

Project 618-06-009

Relevant Representations:
3.1.11(c) encroachment
and trespass

3A.1.5 accuracy of
representations

Project involved installation of roughly 10,000 If of 16”
transmission pipeline within the Apache Road alignment
was installed through a contract with The Pipeline
Company. Work was completed in conjunction with a
sewer pipeline installation by the Town of Buckeye.
Project was developer funded and Valencia Water
Company was managing the work, paying the contractor,
and billing for reimbursement from the developer.
Project was completed in the summer of 2006.

Global received notification in March 2007 from Musser
Engineering Consultants (representing Joseph Kalish)
that a number of problems with the Apache Road
Pipeline had been identified by the Crystal Vista
development as they commenced with their
infrastructure. Subsequent research identified that a
number of “areas of concern” were brought to the
attention of Valencia Water Company by the developer
in May of 2005. According to Musser Engineering,
Valencia Water Company (John Mihlik Sr., Norm Fain)
communicated that, to avoid slowing the permitting
process, the concerns would be addressed during
construction and documented. It appears that this was
never done.

Twenty-three “areas of concern” were identified and will
need to be addressed.

Contingency for

corrective actions $ 250,000
ESTIMATED COST $ 250,000
Updated:

Confirmed — issues exist and some small
costs were incurred, but not as indicated.
Damages will be the reduced useful life of
the pipeline due to lack of protective
wrapping not installed. See engineering
expert report in Fluid case.
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Issue

Description

Background Information

Summary of Costs

43

Valencia Water Company

Engineering & Technical
Compliance

CAPEX
Miller Road / Lower
Buckeye Road Pipeline

Project 618-06-012

Relevant Representations:

3.1.9(a) undisclosed
agreements

3.1.11(c) encroachment
and trespass

3A.1.5 accuracy of
representations

Project involved installation of approximately 2,770 If of
16” transmission pipeline within the Miller Road
alignment and roughly 5,000 If along the Lower Buckeye
Road Alignment was awarded to Blucor Contracting in
April 2006 and was installed. Project was developer
funded and Valencia Water Company was managing the
work, paying the contractor, and billing for
reimbursement from the developer.

Project was completed during the summer of 2006.
Global (John Mihlik, Sr.) received notification in
October 2006 from RLH Development that the
installation encroached upon roughly 12 lots in the
Villages at Sundance development. Subsequent
investigation revealed that the situation had been
identified to Valencia Water Company/Fluid Solutions
prior to commencement of construction but nothing was
addressed. It appears that Fluid Solutions was aware of
an easement issue in March 2006 yet made no effort to
rectify the situation.-

Approximately 1,000 If of the pipeline will have to be
removed and relocated. This work will commence after
the development’s new sewer line is installed and an old
sewer line abandoned. ARS section 13-1501 et. seq.
(trespass) and Medical Laboratory Management vs.
American Broadcasting Companies, 30 F. Supp. 2d 1182
(D. Ariz. 1998).

Contingency for

corrective actions $ 250,000
ESTIMATED COST $ 250,000
Updated:

Confirmed — however we have not had to
deal with this yet as property remains
undeveloped. So line has not been
relocated yet. See engineering expert
report in Fluid case where value was
recalculated $ 553,000
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Individual Issue Summary Sheet

Issue

Description

Background Information

Summary of Costs
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Water Utility of Greater
Tonopah

Administrative Compliance
Engineering & Technical
Compliance

CAPEX
Buckeye Ranch WDC
Expansion (Winters Well)

Project 630-06-008

Relevant Representations:
3.1.9(a) undisclosed
agreements

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Project involved expansion of the existing Buckeye
Ranch facility including additional storage and booster

capacity to provide fire flow to the Winters Well School.

As information was compiled by McBride Engineering
Solutions for the Special Use Permit, it was determined
that the facility is located within a flood plain. This fact
was not detected or addressed during design by Fluid
Systems. Efforts to address the flood plain issue
hampered the project schedule. Locating facilities in a
floodplain without adequate protection is a violation of
AACRI18-5-501.

Contingency for

corrective actions $ 50.000
ESTIMATED COST $ 50,000
Updated:

Confirmed — resulted in an increase
in the overall project cost.

estimate is fine. $ 50,000
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Issue

Description

Background Information

Summary of Costs
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Valencia Water Company

Engineering & Technical
Compliance

Lack of Title at Lower
Buckeye and Apache WDC

Relevant Representations:
3.1.11(a) lack of clear title
3.1.11(c) encroachment
and trespass

3A.1.5 accuracy of
representations

The company did not obtain title to the property upon
which the water distribution center is constructed. ARS
section 13-1501 et. seq. (trespass) and Medical
Laboratory Management vs. American Broadcasting
Companies, 30 F. Supp. 2d 1182 (D. Ariz. 1998)

Contingency for

corrective actions $ 10.000
ESTIMATED COST $ 10,000
Updated:

Confirmed — again hard to value as we
have not had to correct yet. In reality, the
landowner could require us to relocate
constructed facilities at a cost of tens or
hundreds of thousands.
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Individual Issue Summary Sheet

Unit 17 Treatment

Relevant Representations:
3.1.11(f) facilities in good
working order, proper
maintenance

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

manipulated sampling and reporting.

Removal of iron and manganese is required,
necessitating construction of a treatment facility at Unit
17. Design is being completed by ARQ Engineering,
treatment equipment will be purchased from Pureflow
and a construction contract will be awarded to Felix
Construction.

. Issue | Description Background Information N Summary of Costs
46 | Willow Valley Water The Willow Valley system requires numerous ESTIMATED COST $ 1,000,000
Company improvements that were not disclosed by previous
ownership. Iron and manganese are prevalent in the Updated:
Administrative Compliance | systems groundwater source. These constituents react
Engineering & Technical | with chlorine during the disinfection process impact the | Covered in item number 21 above.
Compliance appearance (color) of the potable water supply. Rather
than addressing removal of the constituents, operations
CAPEX elected to minimize disinfection of the water supply and
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Issue

Description

Background Information

Summary of Costs .
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Valencia Water Company

Engineering & Technical
Compliance

Well Sanding Issues

Relevant Representations:

3A.1.5 accuracy of
representations

Seventeen developer installed wells were drilled under
the direction and supervision of Valencia Water
Company. None of the wells were operational prior to
acquisition but the Blue Hills well site was being
equipped at the time. Operation of the Blue Hills well
after the acquisition produced a sanding problem that
necessitated additional infrastructure. Subsequent
investigation revealed that the drilling process approved
by Valencia Water Company contributed to the sanding
issue and it is anticipated that the remaining, unequipped
well sites will require previously unanticipated
infrastructure to mediate similar issues.

Contingency for

corrective actions $ 1.700.000

ESTIMATED COST $ 1,700,000

Updated:

Confirmed — condition exists but we have
only had to deal with it at a few sites thus
far. See hydrologist expert report from
Fluid case that identifies all the related
issues, and supports the estimate if not
more. $ 1,700,000
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Issue

Description

Background Information

Summary of Costs
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Valencia Water Company

Engineering & Technical
Compliance

Well Water Quality Issues

Relevant Representations:
3.1.11(f) facilities in good
working order, proper
maintenance

3A.1.5 accuracy of
representations

Seventeen developer installed wells were drilled under
the direction and supervision of Valencia Water
Company. None of the wells were operational prior to
acquisition but the Blue Hills well site was being
equipped at the time. Operation of the Blue Hills well
after the acquisition produced water inconsistent with
quality data represented by Valencia Water Company.

Water quality issues may necessitate unanticipated
treatment infrastructure at the centralized water
distribution centers and could impact operations and
maintenance. Subsequent investigation revealed that the
water sampling processes utilized by Valencia Water
Company lacked the standard of care typically utilized
within the engineering profession.

Contingency for

corrective actions $ 4.000.000
ESTIMATED COST $ 4,000,000
Updated:

Confirmed — however, treatment
requirements are covered in the other
items listed and should not be duplicated
here.
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Issue

Description

Background Information

Summary of Costs
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West Maricopa Combine
(Water Utility of Greater
Tonopah and Water Utility
of Greater Buckeye)

Administrative Compliance
Contractual Compliance

Storage Issues

Relevant Representations:
3.1.9(c) breach of contract
3.1.11(f) facilities in good
working order, proper
maintenance

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Global determined that water distribution centers at Dixie
(WUGT) and at Sweetwater Il (WUGB) both lacked
sufficient storage to service existing customers. This
violated regulatory requirements AAC R18-5-503.A and
contractual obligations as the systems lacked capacity.

Contingency $ 100,000
ESTIMATED COST $ 100,000
Update:

Waiting on details.




West Maricopa Combine
Individual Issue Summary Sheet

. Issue | Description Background Information. Summary of Costs
50 | West Maricopa Combine An ongoing Global audit has revealed that a number of | Contingency $ 100.000
connections were, and continue to be, served without
Contractual Compliance approved line extension agreements (LXA’s), a violation | ESTIMATED COST $ 100,000
of AAC R14-2-406.M.
Unapproved Line Update:

Extension Agreements

Relevant Representations:

3.1.4(b) unapproved line
extension agreements
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Waiting on details.




West Maricopa Combine
Individual Issue Summary Sheet

Issue | Description. Background Information Summary.of Costs
51 | Valencia Water Company | The facilities in service prior to the time of the Contingency $ 100,000

acquisition were inadequate to meet the existing demand

Administrative Compliance | in Valencia, prompting prior ownership to make use of | Installation and Operation

Contractual Compliance the Blue Hills and Bales Water Distribution Centers. It | Of Temporary Facilities $167.432
was determined subsequently by Global that both Blue

Operation of Systems Hills and Bales lacked the required Approval of ESTIMATED COST $ 267,432

without Approval of Construction (AOC) necessary to legally operate the

Construction facility AAC R18-5-507.A and ARS 49-353.A.c. Global | Update:

Relevant Representations:
3.1.9(c) breach of contract
3.1.11(f) facilities in good
working order, proper
maintenance

3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

was forced to address the issue through regulatory
agencies and accelerate mandated modifications to bring
the site into compliance.

Further, the system was incapable of meeting production
requirements resulting in curtailment of construction
water, the installation of temporary construction water
facilities at Sonoran Vista — NE Well and significant
damage to Global’s reputation as a water provider.

Waiting on details.
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Issue

Description

Background Information

Summary of Costs

52

West Maricopa Combine
Contractual Compliance

Undisclosed Contracts

Relevant Representations:

3.1.9(a) undisclosed
agreements

3A.1.5 accuracy of
representations

During its tenure as the WMC Engineer, Fluid Solutions
provided design and permitting services on a majority of
the WMC infrastructure initiatives and served as the
general contractor on a number of projects, a majority of
which had no written contract in place. None of these
projects executed by oral contract were listed in the SPA
schedules.

In the WMC Engineer capacity, Fluid Solutions
approved their own designs and installations. This
scenario created an environment where incomplete
designs and poor quality assurance not only was
prevalent but allowed Fluid Solutions to bill for
additional costs to evaluate and correct their own errors
and omissions. The process typically provided
understated project budget information to developers for
funding and incrementally added additional costs during
construction. Invoicing for the work was submitted on an
irregular basis and approved by senior management.
Fluid Solutions had no accountability and produced
substandard designs that have been, and continue to be,
addressed during the construction process.

In addition to the numerous Fluid Solutions contracts,
WMC executed contracts with Layne Christensen for
Arsenic removal systems that were signed in the days
just prior to and after the execution of the SPA. These
contracts were also excluded from any schedules.

Costs included with, but not limited to,

values listed with Issues 28 through 39.

Update:

Waiting on details.
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Issue.

Description

Background Information
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West Maricopa Combine
(Water Utility of Greater
Tonopah and Water Utility
of Greater Buckeye)

Administrative Compliance

Installation of 2”
Distribution Pipelines

Relevant Representations:
3.1.13 possession of and
compliance with permits
3.1.24 compliance with
applicable law

3A.1.5 accuracy of
representations

Global has discovered that WMC routinely installed 2~
diameter potable distribution lines within various
systems. AAC R14-2-406.H.2 sets the minimum
diameter at 6”.

The 2” lines were also installed without the required
cover. AAC R14-2-407.F references ADEQ guidelines.
The requirement is found in ADEQ Bulletin 10 which
presents guidelines for the construction of water systems.
Within Bulletin 10, page 7-4 references depth of pipe and
states “in no case shall the depth of cover to the top of
the pipe be less than 3 feet”.

Contingency for

corrective actions $ 100,000
ESTIMATED COST $ 100,000
Update:

Waiting on details.
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1.0 EXECUTIVE SUMMARY

Water quality and system degeneration have been significant concerns in the Willow Valley water
system. The analysis performed herein will focus primarily on the physical condition of
infrastructure, as well as water age and the associated high production of trihalomethanes (TTHMs)
in the system.

This study will include the following main components:

1. Existing Infrastructure Audit: The existing water system infrastructure will be

" evaluated. Age and condition of existing infrastructure will be established

2. Water System Modeling: A model will be prepared of the water system in order to
evaluate criticality of existing components, as well as evaluate water age and TTHM
formation in the system.

3. 20-year Capital Improvement Plan: Based on parameters such as age, condition,
and criticality, a 20-year Capital improvement plan will be prepared to provide the
replacement of the aging system components.

In conjunction with this study, an audit of the existing infrastructure was performed. It was
determined that the water distribution centers are in reasonable condition, though some
improvements to the treatment processes will be required due to water quality concerns. It was
also determined that the condition of existing piping is poor, and replacement of the majority of
the water system piping is required.

Water modeling of the system was also performed. The analysis included evaluation of water ages.
Through the water system modeling, it was determined that water age is not a significant factor
contributing to the high TTHM levels measured in the system. Further analysis of water quality and
system processes indicated that the source water had high levels of total organic carbon (TOC), and
that unusually high levels of chlorine were being dosed into the treatment process in order to
oxidize the iron and manganese prior to filtration, as well as maintain an adequate residual in the
system.

It was determined that the high TTHM levels were the result of direct oxidation of the high levels of
TOC with sodium hypochlorite. It is recommended that an alternate oxidant be utilized up front to
oxidize the TOC, iron, and manganese, and that sodium hypochlorite be added for residual only
after treatment has taken place. Alternative oxidants such as chlorine dioxide, potassium
permanganate, and ozone are already being evaluated in conjunction with a separate corrosion
control study already under way by Global Water Resources.

A 20-year capital improvements plan was prepared to implement the required system
improvements. This plan includes immediate process changes to bring TTHM, and copper levels
into compliance, as well as valve replacement to ease the burden of isolating main breaks in the
existing system. Strategically locating valve replacements within the system will allow the system
to be moré functional during the water mains replacement program period. The water mains
replacement program will ultimately replace the aging infrastructure that currently experiences in
frequent line breaks.
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2.0 INTRODUCTION
2.1 Project Location

Willow Valley is located in Mohave County, Arizona. The service area of the Willow Valley
Water‘Company includes water services located within sections 21, 23, 27, and 35 of Township
18N Range 22W. The vicinity map below provides a graphical representation of the location of
the service area of the Willow Valley Water Company.

Cimmaron

Sed T s .

Water System’
2 A

-

Commercial 774

Figure 1- Vicinity Map

2.2 Project Background

The service area of the Willow Valley Water Company is comprised of three water systems.
These water systems are as follows:

1. Cimmaron Water System
2. Unit 17 Water System
3. Commercial Street Water System
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These. water systems are generally for residential use only, except that the Commercial Street
Water System has approximately 23 service connections for commercial/industrial users. The
| Commercial Street Water system was originally constructed in the early 1960’s, though a
| centralized water supply facility was constructed in the late 1990’s that eliminated the need
i for two wells in the system that are still in place. However, the 2 wells are not used due to
| water quality concerns and inadequate equipping. The Commercial Street water system does
not currently have an independent water supply, but is provided water from the Unit 17 water
system through a 6-inch PVC transmission line installed in approximately 1998.

Development of the Unit 17 Water system also began in the early 1960’s, and steadily
increased into the early 1980's. Development of one small area at the eastern boundary of
this area was began in recent years, but was not completed, presumably due to economic
conditions.

Development of the Cimmaron Water system was initiated in 1990. Development has
occurred steadily in this area, with improvements as recent as 2007. This service area is built
out based on existing planning, though additional capacity in the system exists for potential
expansion in the future.

2.3 Project Scope

Water quality and system degeneration have been significant concerns in the Willow Valley
water system. The analysis performed herein will focus primarily on the physical condition of
infrastructure, as well as water age and the associated high production of trihalomethanes
(TTHMs) in the system.

This study will include the following main components:

4. Existing Infrastructure Audit: The existing water system infrastructure will be
evaluated. Age and condition of existing infrastructure will be established

5. Water System Modeling: A model will be prepared of the water system in order to
evaluate criticality of existing components, as well as evaluate water age and TTHM
formation in the system.

6. 20-year Capital Improvement Plan: Based on parameters such as age, condition,
and criticality, a 20-year Capital improvement plan will be prepared to provide the
replacement of the aging system components.
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3.0 EXISTING WATER SYSTEM INFRASTRUCTURE AUDIT

3.1 Population

There are approximately 280 residential service connections in the Cimmaron Water System,
1,419 residential service connections in the Unit 17 Water System, and 137 residential service
connections for the Commercial Street Water System. The Commercial Street Water System
also has approximately 23 non-residential service connections.

3.2 Demand

Demands for residential users in the Cimmaron Water System are approximately 131.8 gpd per
home. Demands for residential users in the Unit 17 and Commercial water systems are
approximately 186.8 gpd. Demands for the commercial users are approximately 554.2 gpd per
meter. These demands are lower than the typical values for water consumption due to
perceived water quality issues in the system. These demands also include the water losses. As
infrastructure is replaced, demands may become less due to a reduction in water loss in the
system.

3.3 Service Area

Though the service area for the Willow Valley Water Company is spread out over an area
approximately 9 square miles, the elevation only varies from 467 ft amsl to 491 ft ams!, a
difference of 24 feet. The service area is comprised primarily of residential users, though there
is a small area of commercial/industrial development that is also included.

3.4 Unit 17 Water System Assets
The water system is comprised of the following water system assets:

Two (2) Water Distribution Centers (WDCs)
Four (4) Wells

Two (2) Treatment Systems

Two (2} Potable Water Storage Reservoir
Six {6) Distribution Pumps

Two (2) Hydropneumatic Tanks
Distribution Waterlines

NV AwNR

Figure 2 below provides a graphical representation of the water system infrastructure.
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3.4.1 Water Distribution Centers

There are currently two (2) WDCs. The Kingsley Street WDC is located in the
.northwestern portion of the Unit 17 system at the intersection of Kingsley Street and
Clearview Drive. The Green Valley Road WDC is located along Green Valley Road
approximately % of a mile south of King Street. The Green Valley Road is the primary
water source for the system, with the Kingsley Street WDC operating as a redundant
supply.

3.4.2 Wells

There are currently a total of four (4) wells in the Unit 17 Water System. However, two
‘of these wells are not currently in use. One of the existing wells is located at the
Kingsley Road WDC, and the other is at the Green Valley Road WDC. The Green Valley
Road Well is a 6-inch, 30 hp Goulds submersible pump with a design capacity of 500
gpm. The Kingstey Road Well is a 15-hp Simmons submersible pump with a design
capacity of 500 gpm. The size of the Kinsley Road Well pump is not known.

3.4.3 Treatment Systems

The source water from the wells is high in total organic carbon (TOC), iron and
manganese. There are currently two (2) water treatment systems in the Unit 17 area.
One is located at each WDC, and is plumbed to receive raw water directly from the well,
and discharge into the onsite potable storage reservoir. The treatment systems are
Pureflow iron and manganese treatment systems. Under current operation, raw well
water is dosed heavily with chlorine to oxidize the iron, and then the water is filtered by
a sand filter with a proprietary sand media and discharged into the reservoir. Adequate
chlorine is dosed upfront of the treatment system to maintain chlorine residual in the
-water system.

3.4.4 Potable Storage Reservoirs

The Green Valley Road reservoir is 34 feet in diameter and 24 feet tall. The volume of
the reservoir is approximately 163,000 gallons. The Kinsgley Road Reservoir is located
off site at a separate storage facility northwest of the Kingsley Road WDC. The offsite
reservoir is 32 feet in diameter and 16 feet tall. The volume of the Kingsley Road
reservoir is approximately 96,000 gallons.

3.4.5 Distribution and Fire Pumps

The Green Valley Road WDC includes three pumps. There are two 15 hp distribution
pumps and a 40 hp fire pump. The pumps are all Goulds end suction centrifugal pumps.
Catalogue pump curves were obtained from Goulds for the purposes of modeling.

The Kingsley WDC also includes three pumps. There are two 15 hp distribution pumps
-and a 30 hp fire pump. The 15 hp pumps are Goulds end suction pumps, but the fire
pump is a Berkley close coupled centrifugal pump.

o
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Willow Valley Water Company
Water System Master Plan & Preliminary Engineering Report

i—lydropneumatic Tanks

At each WDC site there is a pressure tank the floats on the system as surge protection,
and to prevent frequent cycling of the pumps. The Green Valley Road hydropneumatic
tank is 72" in diameter, and 24’-8” in length. The tank has a storage voiume of 5,216
gallons. The Kingsley Road hydropneumatic tank is 60” in diameter and 15’ in length.
The tank has a storage volume of 2,202 gallons.

‘Distribution Waterlines

The distribution water lines vary from 3” to 8” in diameter, and include pipe materials of
ductile iron, PVC, and asbestos. In general, the oidest water lines in the system are 4-
inch PVC and asbestos. The newer pipes (Newer than 1970) have a minimum diameter
of 6-inches and are PVC. The majority of the system is comprised of pipes older than 40
years. Field evaluation of the system by the operations staff has revealed that

-approximately 90% of valves are not operable. The inoperable valves are primarily
-located within the older pipe network.

3.5 Commercial Street Water System Assets

February 2011
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The water system is comprised of the following water system assets:

One(1) Water Distribution Center (WDC)
Three (3) Wells

One (1) Potable Water Storage Reservoir
Two (2) Distribution Pumps

One (1) Hydropneumatic Tanks
Distribution Waterlines

Figure 3 below provides a graphical representation of the water system infrastructure.
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Willow Valley Water Company
Water System Master Plan & Preliminary Engineering Report

3.5.1 Water Distribution Centers

There is currently one water distribution facility serving the Commercial Street system.
The facility is located at approximately Commercial Street and Highway 95. This facility
is provided water from the Unit 17 system.

3.5.2 Wells

.:rhere are currently a total of three (3) wells located within the Commercial Street
System. However, due to water quality concerns. None of the wells are currently in
use.

3.5.3 Potable Storage Reservoirs

A single 47,000-gallon storage reservoir is included in the Commercial Street facility the
reservoir is filled off of a 6-inch transmission line extending from the Unit 17 system.
‘The reservoir fills off of system pressure and feeds the distribution pumps for the
Commercial Street system.

3.5.4 Distribution Pumps

Water distribution within the Commercial Street system is provided by two (2} 15-hp
centrifugal pumps. These pumps draw water from the storage reservoir and discharge
from the site into an 8-inch distribution line in Highway 95. This distribution line
extends to the north to serve commercial users, and south to a residential development.

3.5.5 'Hydropneumatic Tanks

A hydropneumatic tank at the Commercial Street facility regulates the pressure at the
discharge of the distribution pumps. The tank is approximately 2,200 gallons.

3.5.6 Distribution Waterlines

The distribution water lines vary from 4” to 8” in diameter, and include pipe materials of
ductile iron, PVC, and asbestos. In general, the oldest water lines in the system are 4-
-inch PVC and asbestos. The majority of the system is comprised of pipes older than 40
years. Field evaluation of the system by the operations staff has revealed that
approximately 90% of the valves are not operable.

3.6 Cimmaron Water System Assets
The water system is comprised of the following water system assets:

One (1) Water Distribution Center (WDC)
Two (2) Welis

One (1) Treatment System

One (1) Potable Water Storage Reservoir
Four (4) Distribution Pumps

One (1) Hydropneumatic Tank
Distribution Waterlines

N v AW N R

Figure 4 below provides a graphical representation of the water system infrastructure.
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3.6.5

3.6.6

Willow Valley Water Company
Water System Master Plan & Preliminary Engineering Report

‘Water Distribution Center

There is currently one (1) WDC for the Cimmeron Service Area. It is located along
Cimmeron Boulevard to the east of Highway 95 (Mohave Valley Highway). The WDC
includes one of the wells, the treatment system, storage reservoir, distribution pumps
and hydropneumatic tank.

Wells

There are currently a total of two (2) wells in the Cimmaron service area. These wells
are referred to as the little well and the big well based on casing diameters (6” and 16”,
respectively). The big well is located within the WDC, and is the primary water supply
for the system. The little well is located across Cimmeron Boulevard from the WDC, and
serves only as a backup water supply. Each of the wells has a design capacity of 300
gpm.

Treatment Systems

The source water from the wells is high in total organic carbon (TOC), iron and
manganese. There is currently one (1) water treatment systems in the Cimmaron area.
The treatment system is configured to receive water from both the little and big well.
The treatment system is a Pureflow iron and manganese treatment system. Under
current operation, raw well water is dosed heavily with chlorine to oxidize the ironand
manganese, and then the water is filtered by a sand filter with a proprietary sand media
and discharged into the reservoir. Adequate chlorine is dosed upfront of the treatment

‘system to maintain chlorine residual in the water system.

Potable Storage Reservoirs

The Cimmeron reservoir is located at the WDC and is 45 feet in diameter and 16.5 feet
tall. The volume of the reservoir is approximately 196,000 gailons. While the reservoir
is 16.5 feet tall, current operations maintain the water fevels at levels of 3.3 to 5 feet in
order to prevent high water ages.

Pistribution and Fire Pumps

The Cimmeron WDC includes four (4) distribution pumps. There are two 20 hp
distribution pumps and two 25 hp fire pumps. The pumps are all Peerless end suction
centrifugal pumps. Catalogue pump curves were obtained from Peerless for the
purposes of modeling.

‘Hydropneumatic Tanks

‘At the WDC site there is a pressure tank the floats on the system as surge protection,

and to prevent frequent cycling of the pumps. The Cimmeron hydropneumatic tank is
74” in diameter, and 26’ in length. The tank has a storage volume of 5,814 gallons.

AELIADLC ¥ RENEWADLE < REUSADLE.
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3.6.7 Distribution Waterlines

The distribution water lines vary from 6” to 10” in diameter, and are all PVC. In general,
the oldest water lines in the system are 4-inch PVC and asbestos. The majority of the
system, including the wells and WDC were installed between 1990 and 1996. Two small
developments to the north of Cimmeron Boulevard were added to the system from
2004 to 2007.

3.7 Water Usage Audit

When estimating water losses, it is important to understand that the Commercial Street water
supply facility is filled with water from the Unit 17 water system. Therefore, for the sake of
comparing usage and production, the Commercial Street usage will be combined with the Unit
17 usage.

Water production data was obtained for the wells for 2010. From December 9, 2009 to
October 1, 2010, production volumes of 89.8 MG and 10.9 MG were produced by the Unit 17
wells and the Cimmaron wells, respectively. This results in average water production of
303,000 gpd and 36,900 gpd, respectively. 1t should be noted that in each system there are
water fosses for backwashing the treatment equipment and flushing pipes. These losses are
estimated to be an average of 4,267 gpd, and 1,566 gpd, respectively.

Water consumption was also measured for approximately the same time. From December 1,
2009 to October 10, 2010, the total consumption volumes for the Unit 17 and Cimmaron
systems were estimated to be 69.8 MG and 8.7 MG, respectively. This results in an average
daily consumption rates of 223,000 gpd and 27,800 gpd, respectively.

Comparing water consumption to water production reveals a large disparity. Removing the
estimated losses for backwashing and flushing, the total water losses for the Unit 17 and
Cimmaron systems are 76,000 gpd, and 7,500 gpd respectively. It is expected that these losses
are largely due to leakage and line breaks in an aging water system. In Unit 17, water losses
account for 25% of the total production volume. In this part of the system, higher water losses
would be expected due to older infrastructure and more line breaks. In Cimmaron, water
losses account for approximately 20% of the total production volume.

4.0 HYDRAULIC MODELING
4.1 System Components

A hydraulic model was prepared to simulate system operations, as well as evaluate criticality,
age and TTM formation in the system. The hydraulic model begins with the groundwater level,
modeled as a reservoir with the hydraulic grade set to the pumping water level established by
the pumping test performed when the wells were installed. Well pumps are modeled as
pumps with the pump curves and efficiencies taken directly from actual system pump curves.
The storage tank is modeled as a tank with dimensions and levels set to match existing
conditions.

e,
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Willow Valley Water Company
Water System Master Plan & Preliminary Engineering Report

The distribution and fire pumps are modeled as pumps with curves for head and efficiency
versus flow rate input based on actual provided pump curves. The hydropneumatic tank is
modeled as a pressure vessel using the ideal gas law. The water level and pressure within the
tank were measured in the field to provide a baseline for the settings required in the model.
All waterlines in the model are set as PVC waterlines with a C-Coefficient of 130. The PRV is
modeléd as a PRV with the hydraulic grade set to maintain the requisite Zone 1 hydraulic
grade.

4.2 System Topography

USGS topographic Digital Elevation Model (DEM) data was obtained. The DEM data was
imported into a GIS document and elevations were translated onto the water system
components. The service area for the Willow Valley Water Company is relatively flat with an
elevation differential of only 24 feet across the entire service area.

4.3 Design Criteria

Global Water has established a set of design criteria for water systems to ensure that
adequate pressures and flows are available to consumers without causing excessive wear in
the system. These criteria are summarized below.

Mlmmum System Pressure (Peak Hour Demand) , 40 psi
‘Maximum System Pressure’ (Static) - . o g0 e
Minimum System Pressure (Max Day Plus Fire Flow Demand) 20 psi
| Maximum Pipe Velocity (Max Day Demand) > fp
Maximum Pipe Head Loss Gradient (Max Day Demand) 6 ft/ 1 000 ft
_Maximum Pipe Velocity (Peak Hour Demand ninBfps
Maximum Pipe Head Loss Gradient (Peak Hour Demand) 8 ft/l 000 ft
Maximum Pipe Velocity (Max Day Plus Fire Flow Demand) = * " 8fps

1. Static pressures in excess of 80 psi may be permitted if individual PRVs are mstaHed on all homes
that may experience these pressures.

4.4 Steady-State Demand Simulations

The system was modeled for average day, maximum day, and peak hour demand conditions.

A fire flow evaluation was also performed to determine the effects of fire flow on the system.

Demands were entered into the model for each water meter currently connected to the

system. Demand placement was selected to conservatively estimate the head losses in the

system.  The detailed results of the steady state water system modeling are included in -
Appendix A.
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Willow Valley Water Company
Water System Master Plan & Preliminary Engineering Report

Minimum System | Maximum System Maximum Maximum Head Minimum Fire
Scenario Pressure Pressure Velocity Loss Gradient Flow Available
(psi) {psi) (fps) (ft/1,000 ft) (gpm)
Vaiue Node Value Node Value Pipe Value Pipe Value Node
Ave.DayDemand | 483 " )-301. 12750 0 0 )-1757 112,77 P-3707 | 148.07 . P-370 b il oNAT
Max Day Demand 48.2 J-301 74.5 1-175 12.77 P-370 148.07 P-370
Peak HourDemand | 479 ' - J-301 | “73.3 .. -J175 | 1277 .- P-370 | 148.07 = .P-370 i NA

From the system results summary, it may be seen that pressures within the system are within
a reasonable level. High system velocities and head loss gradients are experienced within the
existing 4-inch diameter pipes. The pipe experiencing the highest head loss and velocity is a 4-
inch pipe connecting the existing 500 gpm Cimmaron well to the treatment system. There are
a total of two pipes that exceed the velocity constraints. The second pipe only marginally
exceeds the constraint with-a maximum velocity of 8.81 fps during peak hour demands, and
6.57 fps during maximum day demand. This second pipe is a 4-inch hydropneumatic tank
connection line at the Green Valley Road WDC.

A total of seven (7) pipes exceed the maximum day head loss gradient constraint, including the
two pipes described above. All of these pipes are 4-inches in diameter. Three of the pipes are
located immediately adjacent to the Green Valley Road WDC, with the remainder located
within the Green Valley Road WDC, the Cimmaron WDC or the Kingsley Road WDC. it is
recommended that waterline replacements be considered for these pipes to provide more
reasonable head losses. The pipes and associated maximum day head loss gradients are
summarized in the table below:

- Gradient

[ w.o ::;wDé's’c_npt_ion'_ R
(/1,000 ft) - S

Connects Cimmaron Well to

P-370 1998 4 PVC 12.77 148.07
: treatment system
P-214 s 4323 “_'j' “7 tank dlséhérge o
Commercial Street
P-222 1998 4 DIpP 5.17 27.15 hydropneumatxc tank f'll

P-196

ngsley Road wDC

1995 4 DIP 2.84 9.15 hydropneumatlc tank dlscharge

P-137

Adjacent ’co Green Valley Road

1971 4 PVC 2.41 6.73 WDC discharge

February 2011
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Willow Valley Water Company
Water System Master Plan & Preliminary Engineering Report

A total of nine (9) pipes exceed the peak hour head loss gradient constraint, including the all
seven pipes described above under the maximum day demand pipe summary. The additional
two pipes are 6-inch diameter pipes within the existing Green Valley Road WDC. It is
recommended that waterline replacements be considered for these pipes to provide more
reasonable head losses. The pipes and associated maximum day head loss gradients are
summarized in the table below:

Connects Cimmaron Well to
treatment system

PVC 12.77 148.07

+iron S E nkd

P-196 1995 4 Ductile 718 50.96 ,Commeraal Street
fron hydropneumatlc tank fl”

p-222 1998 4 Ductile 417 18.66 Commercual Street
Iron hydropneumatlc tank fill

,G_reeneVa_Iley Road

ome sy dies

Adjacent to Green Valley Road

3.12 - 1092 wDC dlscharge

Iron scnarge..
P212 1998 6 Ductile 3.92 10.34 Green Valley Road WDC
Iron discharge

4.5 Water Age/TTHM Formation Analysis

TTHMs most commonly form when organic carbon is oxidized by chlorine. The dosage of
chlorine reportedly required in the raw well water in order to maintain chlorine residual in the
system is 11 mg/L. This is likely due to the high amount of organics in the groundwater (2
mg/L). The post treatment chlorine residual after the oxidation of organics and iron and
filtration is less than 2 mg/L. Therefore it is likely that high formation of TTHMs is occurring at
this point in the system,

Another study evaluating the general water quality in the system is being conducted that
recommends a change in the oxidant used prior to treatment. It is being recommended that
potassium permanganate, chlorine dioxide, or ozone be used to oxidize the organics and the
iron prior to treatment. Chlorine will then be dosed at another point after treatment to
ensure chlorine residuals are maintained in the system. Water age evaluation will provide an

e
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indication of whether TTHM formation will continue to be an issue once the initial oxidation of
organics is accomplished with another oxidant that does not contribute to TTHM formation.

Generally, in water systems, TTHM formation is directly related to the age of the water in the
system. Therefore, water age will be evaluated, and the level of TTHM formation in the
systerii may be evaluated based on water age. In order to evaluate the water age, and
consequently the TTHM formation in the system, an extended period simulation was run for
average day demands.

Initial water age values were iteratively adjusted so that the system age wouid equalize more
quickly. The simulation was run for a total of 120 hours so that water ages would represent
equalized values. Water age was tracked at various points in the system. These results are
summarized below. A water system map including water age contours is provided in of
Appendix B. Please note that the water age contours are the water age at 120 hours, and do
not necessarily represent the maximum water age. Detailed graphs of water age versus time
through the simulation at each of these points in the system are also available in Appendix B.

Green Valley WDC 4 98 15
(Measured at hydropneumatnc tank)
surec _t-{‘hydr pneumatic ta k)”.::f"- SRR 25

Commercta| Street WDC

(Measured at hydropneumatlc tank) 395 415 43
ClmmaronWDC : T e T = I A
(Measured at hydropneumatlc tank) e 205 SRR .1,34 8 P E A4
467 KINGSLEY 32 37. 4

7793GREENVALLEY 85 = Ty T

8170 ASPEN DR 11 16.5

1093PINEDR = oo i ganiii e 1300
1430 COMM ST. 47.5 48.8

18663 ASH ST e otiabsL e L 505

1568 E PUMA RD 42 43.6

1648 E VALLEY PKWY_ s 0
1770 E EMILY DR 52 57.0

1.  Minimum/Maximum Water Age were evaluated as the minimum/maximum value for water age experienced after the
water age equalized for the given node. Please refer to the graphs in Appendix B for more details.

February 2011

The AWWA/AWARF Water Industry Data base indicates average distribution retention time of
1.3 days (31 hours), and a maximum retention time of 3.0 days (72 hours) to be acceptable. Of
202 nodes in the system, approximately 12 nodes within the Cimmaron service area, 4 nodes
within.the Commercial Street WDC service area and one node within the Unit 17 WDC service
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area regularly experience water ages in excess of 72 hours. All of the nodes within the Unit 17
and Commercial Street WDC se